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TEIE DISTRIBUTION OF SOFTWOOD LUMBEK 

IN THE MIDDLE WEST. 

RETAIL DISTRIBUTION. 



CONDITIONS GOVEBNING BETAIL LUMBER DISTRIBUTION. 

Mwth more eonpiez eonditiom preyai fai Ike r«lai ^irtrflb>iiti«i of Ismber to-day 
tkmm 2S «r 30 yesn ag«. MoMINicity in flie mtmber and kinds of tetribirt(H»; 
growii^ paUic demands for distrflbutiag senriee; the muketmi of nany kinds and 
patterns of lumber and of a constantly growing list of other materials; the more- 
meitt of mffis ferther and farther from consnming reifions; and hi$^er labor dtarges 
have i^reafly faiereMcd the cost of meiciHHi^&dig. These condiliomB hare tesdM 
ttewise lo Mensi^ c empe titleiu 

Over d5 per cent oi the lumber sold at retail in the Mddle West Is ^tributed 
by local yards CH^erated as single units or in chains numbering in some instances 
a hundred or more yards to the company. Farmers' coop^ative companies, wldch 
maiataki local yards and seO on low nmgtaSr and eatalogne or nudl-order houses^ 
which aMp iBreci from cealial asaemirtiBC ywrds or sawmiys, are eomparathre^ 
new Victors in the trade. 

In 1914^ 11 of the centrid States had approximately 11,000 retaO lumber yards» 
of which 81 per cent were in towns of 2,500 population and less. These yards 
lepreseirted an arerage investment of approitetatdy $SI,50(H or a total of wrer 
$300,000,000. They handled in that year about 7,000,000,000 beard feet of tumber. 
The average populalioa per yard was approximately 1,500 in towns oi 2,500 iahidnt- 
ants and less and approximately 14,000 in cities of over 100,000 Inhabitants. The 
average annual per capita consumption of lumber obtained through retaji yards was 
areoMl 30^ beard feet, with a vahie of frma $7 to $10. 

GEEVERAL CONSRMBBATIOMS. 

The retail tirade t(hday. — ^The retafl lumber trade is created pri- 
marily by the great class of consumers who require lumber in rela- 
tively small amounts for their ovm use and not for remanuf acture or 
sale. It is largely a business of small sales made directly to tiie 
ultimate consumer or indirectly to him through the carpenter or 
contractor. Consequently the principal demand upon the trade is 
for construction lumber to be used in the repair and buildiag-of 
houses, farm buildings, fences, bridges, and a multitude of everyday 
misceHaneous structures. But wood-using factories, railroads, lai^e 
construction companies, etc., though they obtain the bulk oi their 
hmiber in car-load lots at wholes«2e prices, from time to time buy 
small amounts through the retail trade, and small wood-using con- 
cerns often buy their entire annual requirements from retail dealers. 

In the large cities retail lumber dealers often do both a wholesale 
and a retail business^ and the line between the two classes is not 
clear-cut. Any definition of the retail trade must be applied broadly 
and in practice wiB be modified by local competitive con(fitions and 
coxnpKance with the ** ethics" or customs of the trade. 

Biost of the retail trade is handled by lumber yards, which are 
located at aB the urban and at practicalfy all rural centers of import- 
ance. These yards carry a stock of various kinds of lumber, lath, 
shrrrgTes, miH work, posts, and other building supplies in common 
demand locally. A relatively small amount of lumoer is retailed by 

Ki>rEB>-la fin odfoetioii s&d eomfOatim. oi the data preseoted in Reports 115 and 116, txtaiowM^ 
meat ialuceby made of the valuable asaistaaoa rendered by H. J. Hc^el, I>. H. Lang, M. W.TbojapaoBt 
iiviaoj 'Rtsoaus, of tbe Forest Service, and E. W. Peters, H. 8. Ssx^xt, and Z.'B. nanlrs. 
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mail order or catalogue houses, or by manufacturers who ship direct 
from the miU or from concentration yards to consumers at distant 
points. This is a recent development in the lumber merchandismg 
field, restricted largely to car-load shipments. 

changes in retaiting conditions during the last thirty years. — ^Except 
for the participation of the mail-order house or the mill shipping 
direct to consumers, the system of retailing lumber has remamed 
practically unchanged for 25 or 30 years. The local yard is the 
mechanical principle of the farmers' cooperative or stock company 
as well as of the individual and line yard. Economic development 
throughout the Middle West, however, has made radical changes in 
the conditions under which lumber yards must operate, and these 
changes have tended constaiitly to increase the cost of retail distri- 
bution. The modem yard is vastly different from that of 25 or 30 
years ago when trade demands were less complex. At that time 
there was practically one commercial wood in the retail yards of the 
Middle West. This was white pine grown in Mich^an, Wisconsin, 
or Minnesoa and obtained from wholesale yards in Chicago or from 
mills along the Mississippi Kiver at such centrally located points as 
Davenport, Dubuque, Keokuk, and Chnton, Iowa; Eock Island and 
Quincy. 111.; and Hannibal, Mo., to which logs were rafted from the 
head oi the Mississippi River. 

Lumber was demanded by the consumer and handled by the 
yards in greater bulk than at the present time, since buildings were 
more largely wooden, less permanent, and less diversified. Yards 
could be adequately stocked for from $5,000 to $8,000 and aU kinds 
of lumber requiredf, including lath and shingles, could be ordered 
from the same mill and obtained in a week or ten days. With 
near-by sources of supply and partial v/ater carriage, transportation 
costs were low. Dimension, No. 2 and No. 3 common boiards, ship 
lap, and No. 1 flooring formed the bulk of the lumber stock in the 
Prairie States, while a very small investment was represented by 
the other building materials such as brick, lime, etc., used to a 
hroited extent at Siat time. The small stock carried often could be 
turned five or six times annually, while house bills ordinarily could 
be ordered from the mill or yard centers and dehvered direct from 
the car before the carpenter was ready for the lumber. 

The investment required for sheds likewise was small, owing to the 
fact that white-pine lumber could be exposed to the weather with 
slight damage and it was unnecessary for the dealer to house much 
of nis stock. Furthermore, lumber ordinarily could be piled at the 
building site and held until required for use instead of being dehvered 
in small lots as the buildingprogressed. Sales were made as a rule 
more directly to the user. This was due to the fact that the position 
of the buildmg contractor was not yet fully estabUshed and tnat less 
finished lumber was carried by the yards. The house builder usually 
bought his own lumber and emploved his own carpenters by the day. 
In file lai^er cities a portion of the stock passea through carpenter 
shops, where it was reworked by hand f orframes, doors, sashes, and trim. 

Following 1890, however, conditions changed rapidly. A nimiber 
of causes combined to necessitate heavier investments. YeUow pine 
from the South invaded the territory in an increasing volume, and the 
yards were forced to carry duphcate stocks of southern and northern 
pine. Mills gradually became more and more remote from the 



DISTRIBUTION OF SOFTWOOD LUMBER IN MIDDLE WEST. 5 

markets, involving higher transportation costs and delays in sup- 
plying retail yards throughout the territory. This made it neces- 
sary to carry larger and higher-priced stocks. As transportation 
developed, other species followed yellow pine until retail yards were 
compelled to carry four or five diflFerent kinds of wood to meet 
demands. This movement frequently exceeded the dealer's ability 
to carry in stock all the materials commonly demanded. 

During the same period building became more permanent, diversi- 
fied, and pretentious, and the vanety of lumber grades and patterns 
increased very rapidly. A larger volume and variety of other struc- 
tural materials were also demanded by the building trade. The 
dealer was under the further necessity of more completely housing 
his wares. The greater assortment of stock included kinds of lumber 
which could not be exposed to the weather. Inabihty to obtain 
lumber stocks from the mills as rapidly as formerly further increased 
investments by making it necessary to anticipate demands and carry 
stocks for a longer period. 

During the prosperous period following the panic of 1893 line yards 
in the Northwest and Southwest increased rapidly, and yards of all 
kinds showed a marked increase throughout the entire territory. 
By 1900, for example, there were 718 yards in Nebraska, or 1 to every 
1,485 of population; 1,395 yards in Iowa, or 1 to every 1,600 of popu- 
lation; in Illinois, exclusive of Chicago, 1,235 yards, or 1 to every 
1,720 of population. This rapid increase in the number of yards 
tended to reduce the average volume of business. A further devel- 
opment which tended to reduce the average volume of business and 
increase the investment was the replacement of the carpenter by the 
planing mill. Yards in the larger cities were confronted with the 

fdaning mill as a competitor, takmg a portion of their business which 
ormeny went to the public through the carpenter. The increased 
investment represented by the planing mill as part of a lumber yard 
unit made dealers exceedingly slow to meet this competition by estab- 
lishing their own planing mills. In the larger cities to-day, however, 
the planing mill has become an adjunct of many lumber yards. 

Increased cost of doing business and a decreasing volume of trade 
for the average dealer ted to higher charges per thousand feet in 
retailing lumber. Nevertheless, an increasing number of persons 
were attracted to the business by the steady rise in lumber prices 
throughout the Middle West, and particularly in the Prairie States. 
Following 1900^ the nmnber of yards continued to increase, and in 
addition to the mdividual and line yards, several concerns already en- 

faged in the mail-order business entered the lumber field as catalogue 
ouses or mail-order distributors. In communities where farmers' 
cooperative enterprises had become established in handling grain 
the cooperative distribution of lumber developed. 

Despite the periods of depression which have characterized the 
lumber trade since 1907, this mcrease in the number of retail distrib- 
utors has continued. Table 1 indicates the percentage increase in the 
number of yards in Illinois, Iowa, and Nebraska in relation to in- 
creases in population. The basic figures are taken from lumbermen's 
credit-rating books, which furnish the best records obtainable, and 
from the directories of retail lumber dealers' associations. The States 
of lUinois, Iowa, and Nebraska were selected as reflecting typical 
conditions in the region as a whole. 
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Tablk 1. — Ferterdage inereaae w the numbtr of retail yards in Ulinoit, lowa^ and 

Nebraska, 1900, 1910, and 1915. 



n 



State. 



IBhiols (Chicago exclnded) 

Iowa 

Kebraaka 



Pot o«ot inereaMlit 
number of yaxds. 



1900^1910. 



11.7 

ft. 7 
31.7 



1900-1915. 



28.8 
13.2 
35.8 



Per 

increase 

I900-I9IQL 



10.5 
- .3 

11.8 



TYPBS or RETAIL ORGANIZATIONS. 

e 

The retafl trade in the Middle West to-day contains four types of 
distributing organizations, the individual yard, the Kne yarn, the 
farmers' cooperative and stock company, and the catalorae house, 
with over 95 per cent of the lumber distributed through the first 
three. The business organization of these different types varies 
widely. 

The single or iniividucd yard. — For simplicity in classification^ 
companies operating one branch yard at a second town or several 
branches in the same town, as is often done in large cities, have been 
dassed as single yard operators, and are termed ^* individual dealers" 
or "individufd yards'' m this report, as distingiushed from line yard 
companies. In the smaller towns and rural communities these 
yarcts are commonly owned and operated by individuab, but in 
the larger towns and cities partnerships, stock companies, and 
corporations are the rule. 

The individual retail lumber yard is the oldest type of organiza- 
tion, but is not always the most common in the Middle Western 
States at the present time. In the eleven States covered by this 
study individual yards and line yards are about equal in number, 
the mdividual yards predominating east and the line yards west 
of the Mississippi River. The inmvidual yards handle, however, 
approximatdy 65 per cent of the volume of lumber distributed, the 
average volume handled by the individual dealer being considerably 
greater than that handled Dy a line yard. 

Individual yards are more numerous in large cities, where the 
average volume of business per yard is greatest. Even in the smaHer 
towns a sHghtly greater average volume of business is shown by 
such yards. This may be due to the personal element in their man- 
i^ment. The individual dealer in a small town often tends to draw 
trade by his local aflSliations, while the line yard is often considered 
in the fight of a foreign corporation. Furthermore, the individual 
dealer often extends credit where other organizations do not. 

Line yard companies — Certain organizations maintain a line or 
chain of^lumbcr yards at different points throughout a ^ven region. 
Some of the stronger companies in the Middle West operate from 
75 to 100 yards. Others maintain but three or four. Companies 
operating three or more yards have been classed as "Kne yaras" in 
this report. Tte smaller lines of yards may be operated by an in- 
dividual, a partnership, or a stock company; but as a rule the larger 
lines are well financed corporations which maintain general offices at 
large lumber-consuming or distributing centers from which the 
concern's poUcy is directed. Line yard companies, in some instances, 
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are oontro&ed by or have a direct interest in sawmillsy from which 
they obtain a part of their lumber stockEU 

A yard manager employed at a salary rai^ng from $750 to $2,000 
per an&ttm is ]^laced in charge of each ontlymg ^ard, always subject 
to the instrucuons of the main o&ce. The location of these yards is 
<d paramount importance and ^^u their selection depends the sue* 
oess or faiiore of the concern. The conduct of the business at each 
yard fre^u^atly is very exacting. Hie manager requidtions stodos 
or supplies from the main office as he needs them. The main office 
m turn purchi»es the material on the open market or through its 
own buyii^ offices in producing regions* 

In some instances fine yards cooperate in buying by establishing 
wholesale offices in producing regions, thereby obtainmg lumber at 
the same price as wholesale dealers. In tlas&se highly specialised 
Kae yards contracts are often made for 90 day's supply of lumber 
at a fixed price, and the yard manager's requkitions are applied 
against the contract. At the yard the manager has the same prob- 
lem of distribution as the indiridual dealer, but he does not have the 
same freedom and leeway in his business because of restrictions 
imposed by the general office. 

Farmers' stocTc companies. — ^The farmers' stock company as a retail 
lumber distributor is of comparatively recent date. Its coxnpeti- 
tionis as yet insignificant in the retail lumber trade of the Middle 
West, but IS keenly felt in the communities in which such enterprises 
are located. Hiese yards, however, are on the increase, and in c^- 
t«n «gkm8 are becJnmig' more ^k mo™ an importS competitive 
&ctor. 

Cooperative or stock companies ei^aged in retailing lumber are 
restricted almost uniformly to a^cuKural sections, the movement 
centering in Iowa imd Nebraska, m which there are over 100 farmers' 
retail yards. The cooperative marketing of grain is especially com- 
mon in these two States. In the entire region covered the best records 
available indicate that there are over 3,000 farmers' coop^ative 

frain oompanies, approximatdy 10 per c^it of which handle lumber, 
he extension of the farmers' cooperative movement to the handling 
of lumber is in some instances a natural outgrowth of their cooper- 
ative selling of grain; in other instances it has resulted from the leel- 
ing that local yards were charging excessive prices for lumber. 
There are two types of farmers^ stock companies. One is the 
stiictiy cooj)erative company, in which all or a part of the net earn- 
ings are distributed in proportion to the amount of merchandise 
bought from or sold to members. As a rule these companies limit 
the voting power of their members and the amount of stock any 
member can hold in order to prevent a relatively few members from 
controlling a majority of the stock. In most instances such com- 
panies selTlumber to nonmembers as well as to members, distributing 
the profits on the same basis. The second type of organization is 
the stock company organized and operated on a profit rather than 
on a cooperative basis. The principle of both types of organization 
is to operate on a small margin, thereby furnishing the members or 
the community with lumber at a reduced price. 

When the farmers' companies began to show increased growth 
they encountered much difficulty in buying lumber stocks. Many 
regular retail dealers refused to patronize mills which sold lumber to 
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cooperative companies. The companies are still generally opposed 
by the retail trade, but because oi the competition among mills and 
wholesale dealers to sell lumber they have encountered littk dif&culty 
in obtaining adequate stocks during the past four or five years. 

Catalogue houses. — The catalogue or mail-order house is likewise of 
recent date in the field of retail lumber distribution. Owing to its 
broad field of potential operations, it has made itself felt both directly 
and indirectly in the retail lumber trade in the Middle West. Less 
than 10 such companies are doinff a strictly mail-order lumber busi- 
ness in the territory studied, altnough 40 or more companies and 
miUs compete with the retail trade by direct shipments when pos- 
sible. The amount of lumber shipped into the region by distant 
miUs selling direct to the retail user, however, is insignificant com- 
pared with the total amount consumed. In addition, there are a 
number of companies, speciaUzing in ^*ready-cuf houses, which sell 
through catalogue advertising and ship direct from the factory to the 
consumer. 

The catalogue houses have places of business where stocks of build- 
ing materials are carried and from which business is sohcited by mail 
and catalogue advertising. These companies sometimes have dis- 
tributing yards at points in the region, sending the lumber to the 
consumer either from redistributing points or from the mills with 
which they deal. They are handicapped in meeting demands for 
less than carload lots -by the much higher freight rate applicable to 
such shipments. The amount of lumoer distributed in the Middle 
West by mail-order houses and companies shipping direct to the 
retail consumer is less than 5 per cent of the total amount sold by the 
retail trade. This estimate is based upon figures obtained from a 
number of the mail-order and direct^eUing companies operating in the 
region. Of the amount thus sold, the fi^ires mdicate that not over 
10 per cent was in less than carload lots. 

There is another agency which should be mentioned, the small 
sawmill, of which there are many throughout the forest belts in the 
Central States. These mills sell all or a part of their lumber to local 
consumers direct. They are not retail distributors in the broad 
sense, but primarily lumber manufacturers. 

NUMBER OF YARDS AND VOLUME OF TRADE. 

Table 2, based on figures obtained during the summer of 1915, 
gives the approximate number of individual and line yards in each 
State included in the study and the ratio of line yards to the total 
number of yards. Farmers' cooperative companies are included in 
the figures given for individual yards. In the 11 States there are 
approximately 300 such compames which handle lumber, of which 
about 40 per cent are in Iowa and Nebraska. 
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Table 2. — Number of line and individual retail lumber yards in the Middle West. 



State. 


Line 
yards. 


Individ- 

ual 
yards. 


Total. 


Ratio of 

line 

yards 

to total 
yards. 


State. 


Line 
yards. 


Individ- 
ual 
yards. 


Total. 


Ratio of 

line 

yards 

to total 

yards. 


Indiana. 


No. 
86 
401 
211 


No. 

556 
1,190 

444 


No. 

642 
1,591 

656 


Per ct. 
13.40 
25.20 
32.21 


Nebraska 

Iowa 


No. 
524 
805 


No. 
451 
775 


No. 
976 
1,580 


Per el. 
53.74 


Illinois 


50.95 


Wisconsin........ 


Total 




1,329 


1,226 


2,555 


52.02 


Total 


698 


2,190 


2,888 


24.17 


Minnesota 

North Dakota . . 
South Dakota. . . 

Total 

Grand total.. 


672 
607 
498 


417 
200 
164 


1,089 
807 
662 


6L71 
75.22 


Mfssoiirf . ......... 


385 
645 
621 


589 
205 
523 


974 

850 

1,144 


39.53 
75.88 
54.28 


Oklahoma 

UTATlCftfi 


75.28 




1,777 


781 


2,558 


60.47 


Total 


l>6ol 


1,317 


2,968 


55.63 


5,455 


5,514 


10,969 


40.78 




1 







It will be noted that individual dealers are more strongly repre- 
sented in the older and more thickly settled States, while the lino 
yard companies are strongest in the western and more recently settled 
regions. Throughout the entire region, however, the individual deal- 
ers are numerically stronger in cities of 25,000 population and over, it 
being the policy of the line yard companies to confine their operations 
to small country towns. There are two primary reasons for this 
pohcy: (1) The desire to avoid points where competition is keen, as 
it usually is in large cities, and to locate in developing communities 
where a good volume of business is assured for a considerable period 
of years; (2) the desire to avoid the large investment involved in a 
city yard, which is ordinarily much greater than in a country yard. 
The amount of money required to operate a line of city yards is very 
great, and the risks are relatively greater per yard. Furthermore, 
line yard companies desire to be in a position to remove a yard with 
as small loss as possible when it becomes consistently unprofitable. 

The estimated amount of lumber, exclusive of lath, shingles, mill- 
work, and other timber products, hiandled from these yar(& in 1914 
was 7,067,761,000 board feet. Table 4 gives in detail the estimated 
volume of lumber distributed through yards, grouped according to the 
size of the places in which they are located; the estimated sales of all 
merchandise by the yards; the average investment per yard ia each 
group; and other figm*es. These figures, are based upon the actual 
records of a large number of companies, as shown by the table, dis- 
tributed throughout the territory. Table 3 summarizes the regional 
figures for the total number of yards and the total amount of lumber 
distributed. 

Table 3. — Estimated amount of lumber distributed annually by retail yards in Indiana, 
Illinois, Wisconsin, Minnesota, North and South Dakota, Iowa, Nebraska, Missouri, 
Oklahoma, and Kansas. 



At points of a population of — 



Less than 2,500 

2,500 to 10,000 

10,000 to 26,000 

25,000 to 100,000.... 
Over 100,000. 

Total (all 3'ards) 



Total 
number 
of yards. 



10,969 



Amount 

distributed in 

board feet. 



8.785 


3,702,812,000 


1,173 


1,025,200,000 


381 


527,747,000 


316 


629,242,000 


314 


1,160,943,000 



7,067,751,000 
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DISTRIBTJTION OP SOFTWOOD LUMBEB IN MIDDLE WEST. 



Table 4 does not take into consideration the small amount of 
lumber distributed by catalogue houses or by mills shipping into the 
territory direct to consumers. The total sales in dollars apply to all 
merchandise. A greater number of dealers were able to give figures 
on their total sales than on sales of lumber only. 

The per capita consumption by different groups of towns and 
cities was necessarily determined somewhat arbitrarily. The popu- 
lation of all the towns in the diflferent groups, as shown by the 1910 
census, was first ascertained and then the rest of the population, 
classed in the census as ''other rural," distributed to the various 
groups in the same proportion as the number of towns in the group 
bore to the total number of towns in the State. This assumes that 
each town draws equally from the coimtry population. 

Taking Table 4 as a oasis, Table 5 was prepared. This is simply 
an extension of the averages obtained for the 11 Middle Western 
States to the entire United States, to give an idea of the scope and 
magnitude of the retail lumber trade throughout the coimtry. Obvi- 
ously, figures thus obtaiaed aflford no more than an approximate 
guide J but since the States in which data were gathered constitute 
a typical lumber-consuming territory, the totals for the country are 
beheved to be more nearly correct than any hitherto available. 

Table 5. — Estimated volume of trade, investment, pay roll, and credit burden of the 
retail lumber business of the United States, based on statistics obtained in 11 Middle 
Western States, 1914. 



Item. 



Popidation (Thirteenth Census) 

Total number of retail lumber yards 

Total distribution of lumber, in feet (including hardwoods) 

Value of all merchandise sold 

Total Investment 

Total number of persons employed ^ 

Total salaries paid 

Total outstanding accounts 



11 States 
studied. 



23,908,403 

10,909 

7,067,751,000 

$373,259,897 

1313,999,133 

32,907 

$33,104,442 

$114,121,476 



Total United 
States. 



91,972,266 

42,090 

27,120,374,137 

$1,432,198,225 

$1,201,877,473 

126,264 

$127,021,584 

$437,906,928 



1 No figures were obtatned by the Forest Service on the number of persons employed in retail lumber 
yards. Statistics obtamed by the secretary of the Western Retail Lumberman's Assodation showed the 
average number employed in mne Western States to be three per yard, and this has been accepted as the 
best available, although believed to be slightly low as appUedto tne whole United States. 

LUMBER CONSUMPTION AND COST FEB CAPITA. 

The average per capita consumption of lumber through retail 
yards in the region approximate 300 boaxd feet. This does not 
mclude shingles, lath, and millwork. 

The low per capita consumption in towns of less than 2,500 and 
cities of over 100,000 inhabitants can not be explained. However, 
the figures indicate conclusively that the average consumption for 
the entire region centers around 300 board feet; Variations in the 
amounts shown for Groups III, IV, and V affect the final average 
very slightly, since they constitute only 9 per cent of the total niun- 
ber of yards. Groups I and II considered together show an average 
per capita consumption of 293 board feet through the retail trade 
at points of less than 10,000 inhabitants. This is representative of 
the country trade in Minnesota, the Dakotas, Iowa, Nebraska, 
Missouri, and Kansas, for which distribution costs and the average 
prices received for lumber are given later. Accepting $30.75 as the 
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average retail price of lumber throughout this region in the class of 
towns in question, the average yearfy retail cost of lumber amounts 
to $9 per capita. 

Applying the same calculation to lai^e cities and selecting Chicago 
as an example, the average yearly retail cost of liunber amounts to 
$7.28 per capita. A fluctuation of $5 per thousand feet in the retail 
price of lumoer therefore affects the average per capita cost of raw 
materials to the extent of $1.35 annually for city dwellers and $1.45 
axmucJly for country dwellers. 

Table 4 shows that the greatest per capita consumption of lumber 
through retail yards is in the States of North and South Dakota. 
Minnesota, Iowa, and Nebraska, where the average is 418 board 
feet, while the lowest per capita consumption — 212 board feet — ^is 
in Oklahoma, Missouri, and Kansas. A decided difference betwqg^ 
the two regions is shown further in the tables of cost on page 38, 
from which it will be noted that the average volume of business for 
coxmtry yards in Oklahoma, Kansas, and Missouri is considerably 
less than in the States farther north. 

TRADE POUCIES. 

LoeatiGn of yards. — Of the 10,969 retail yards in the States covered, 
81 per cent are located in towns of less than 2,500 population, 10 per 
cent in towns of 2,500 to 10,000 population, and 3 per cent each in 
towns of 10,000 to 25,000, 25,000 to 100,000, and over 100,000 
population. Ninety-one per cent of all the yards, therefore, are in 
towns of less than 10,000 inhabitants. The population served by 
the yards in towns of less than 2,500 population consumes 52 per 
cent of the lumber distributed by retailers in these States. Accord- 
ing to the Thirteenth Census, 54 per cent of the population of the 
United States is in towns of less than 2,500 or in tne country. The 
population of the point at which a yard is located, however, is not 
an index to the amount of business available. Country yards are 
located with the idea of obtaining business from outlving districts, 
and they often draw trade within a radius of 30 to 40 nules. This 
is particularly true of less densely populated regions in the Prairie 
States. 

Numler of yards in, relation to poj>ulation. — The average popula- 
tion per yard, according to Table 4, is considerably less in towns of 
less than 2,500 people than in the larger towns. This would be 
expected from the scattered nature of the population in rural dis- 
tricts and the greater number of points required to reach them. As 
shown by the following summary from Table 4, the number of 
inhabitants per yard increases with the size of the town: 

Population 
per yard. 

Group I. Less than 2,500 people 1, 470 

II. 2,500 to 10,000 2,796 

III. 10,000 to 25,000 4,107 

IV. 25,000 to 100,000 5,957 

V. Over 100,000 13,912 

Stocks corned. — ^Lumber sales form but part of the business trans- 
acted by the average lumber yard. In the larger cities, where the 
retail trade is more specialized, the lumber and its products con- 
stitute from 85 to 95 per cent of the sales of the average yard, the 
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iBmainiiig am^l percenii^ eoTerix^ a few speeial side Uiies. Figiapes 
<d)taiEked on 22 anaual operatioiis o£ sev^ea retail luaaaber eompaoum 
in Chicago covering 1912, 1913, and 1914 indicate the pereeota^ of 
the different clawea of limtber han<Ued by large eity yards: 

mtaceoT 



total 



Lumber. 
Lath: 



87.06 

1.2 

23^ 

Louaber and its products. « ^ 9^32 

In the larser eities othea* building supplies are earned as a nde 
by different ouainess oi^anizations ; while in the smaBw towmr and 
country districts the retail lumber yard carries a nrach greater 
Tarietjr of stock and beeomes a general buOding supply dep^. In 
many instances eommotfities other than those used m the rmfldiitg 
trade are handled. The Kst eiTen bdow eovras the classes of mer- 
chanc&e fcmnd in country and smaB town yards. Every yard does 
not by any means carry all of these supj^es. Stoefcs vary greatly 
between yards in different commimitiee^ in accordance with the 
poUcy of the dealer and the demands of his consumers. 

CUmea of Tnerehandiae found in eauntry retail hember parik. 



Agzicultwral implements. 

Barb wire. 

Bee mipplieer. 

Brick. 

Buggies. 

Cement, 

Cement Moclra. 

Chatts. 

Coal. 

Coffins. 

Columns. 

Corrugated iron. 

Cmsbedroek. 

B0(S8. 

Dxakktile. 
Furniture. 
Gates. 

Grain. 
Hair. 



Hardware-. 

Harness. 

Hog trongfa». 

Incnbatora. 

Laddeis. 

LatL, 

Lead (white). 

Llghtnii^ peidEl. 

lime. 

Lumber. 

Metal lath. 

Metal sundries. 

Mill work. 

Molding. 

Nittls. 

Paint and brushes. 

Paper (tar, building, 

carpet lining). 
Plaster. 
Prepared roofing. 



felt, 



Pickets. 
Posts and poles. 
PUmps. 
Salt. 
Sand. 
Sftwdust. 
School desks. 
Screen doom. 
Bew^f pLpe^. 
Shingleft. 
Silos. 

Steel culvert*. 
' Steel roofing. 
Steel tarnks. 
Stucco. 

Wagon bottoms and sides. 
Wall board. 
Windows. 
Woocken ^uttea. 
Wov«i wfee. 



Betai! yards in the coimtry districts, therefore, handle a smaBer 
percentage of Ixmtber and its nroducts in their total business than 
ci^y yante. Figures obtained from fine yards thron^out the North- 
west and Southwest show that lumber forms from 35 to 45 per cent 
of the total sales. If all timber products are included, the proportion 
ranges from 50 to 60 per cent. The figures giyen betow show the 
percentage of total sales from each elass^ ^ merchandise. Tl^y were 
taken from the records of two large hue-yard companies in Minne- 
sota and the Dakotas, and are for the year's business of 1^14. 
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Distribution of iokd m^t9. 



COMPANT KO. 1. 



Lumber 

Coal 

CczBteiKt 

Sundzies. 

Shingles 

Tile culverts. 

Moldiag 

Sasii 

Posts 

ltoo&]^. .. 

Lath 

Doors 

Paper - 

Frames 

Bxick 

Sawdust... .. 
Wire fencing- 
Hardware 

Lime 

Beesapplies. 



P«rotiiL 

... 39.1 

... 24.T 

,.. S.S 

... 5.6 

... 5.0 

... 2.6 

... 2.4 

... L8 

... 1.8 

... L2 

... 1.4 

... 1.2 

... L2 

... .8 

... .8 

... .8 

... .4 

... .4 

... .4 

... .1 



Company No. 2. 



Pwcent. 

Lumber 45. 1 

Goal 17.6 

!Mck, cement, hme, plaster, etc.. 14. 85 

Shingles 5.6 

Sewer pipe 2. 3 

I Lath 2.1 

6a^ L8 

Posto 1.8 

Hardware 1.8 

Mending L5 

Door» 1.2 

Wire fencing 1.0 

Frames 

Paper 

Culverts 

Roofing (patent) 

Wood 



8 

7 

7 

7 

4 

Bee supplies 05 



The average sales of lumber in 165 line yards in Minnesota and the 
Dakotas which kept a separate record of the sales of different classes 
of merchandise was 42 per cent in 1914. With other timber products 
included in the average was 65 per cent. 

The figures given below were taken from records of line-yard 
companies operating in Nebraska and Iowa, and indicate that the 
nelative amount of lumber handled in coimtry yards in that territory 
in 1914 did not vary greatly from the figures given for Minnesota and 
the Dakotas : 

IHstribution of total sales. 



Per cent. 

Lumber 45. 90 

Coal 16. 05 

Fence wire 5. 46 

Shingles 5. 34 

Cement and plaster 5.24 

Posts 5. 18 

Sash, doOTs, and molding 4. 16 

Limer brick, sand^ cement, and 

Weeks 3.37 

Paiats and oils 2.20 

Plasterboard 2.05 

Building paper 



Per cent. 

Lath 1.18 

Gates and tanks 96 

Steel culverts 64 

Lightning rods 48 

Silos 48 

Steel roofing and ceiling 49 

Prepared roofing 32 

Screen dowrs and windows 29 

Glass 11 

School desks 06 

Hogtrou^is OS 

Ladders. 01 



The records of one of the largest line-yard companies operating 
through Missouri^ Oklahoma, and Kansas showed that of tne total 
sales made by over 70 yards from 1912 to 1914, inclusive, 44 per cent 
was lumber. 

COSTS OF RETAIL LUMBER DISTRIBUTION. 

RetsS dislrilnttionr faidncliRg the cost ef doing bnsiBescr and the dealer's profit^ 
sdda hma fS to $7i» per tlmisand feet to the coi« of lumber i» die Mi<ldie West. 
la the huEger cities this cost is aroiaMl $6 per thomand leet, while in msl disMets* 
where hu&ber is distribiited by snaller yards^ it ayenges doee to ^7» 

The net profit taken by the dealer was found to range from an average of about $1 
per thousand feet in the city trade, e^nralent to 7 per cent on the inTestment, to 
si^rosinHitc^ $3 per thovsuid feet, or from 10 to 12 par cent on the inTestRwnt, in 
tt» iwal trade. The cost of Mmg haslness varied from 15 per teat of the sales 
in country trade to around 18 per cent in the cities. 
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The volume of business transacted by a yard has an important bearing on the cost 
of merchandising. The duplication of yards in smaD towns often tends to increase 
distributing costs. Deliyery or cartage adds $1 per thousand feet, more or less, to 
distributing costs, while the carrying of credit appears to impose a clutfge of from 
40 to 60 cents per thousand. 

The actual margin at which different grades of lumber are handled varies greatly. 
Material sold In the heaviest volume is ordinarily handled on the smallest martfn, 
while items sold In small amounts or for special uses bring margins as high as $15 
or $20 per thousand feet. 

Of the final prices paid for lumber by consumers, from 50 to 60 per cent is taken 
by the manufacturer, 2 to 4 per cent by the wholesaler, and 20 to 25 per cent each by 
the railroad and the retailer. These pnqiortions vary widely in different regions 
and on the various species and grades. 

Local retail yards appear essential to the distribution of the bulk of lumber required 
in relatively small amounts, but the elimination of intermediate handling wherever 
possible is an economy to which the public is entitled. 

The ^oss cost of retail lumber distribution, considered from an 
economic standpoint, is the diflPerence between the delivered wholesale 
price paid by the retail dealer and the net price received from its 
resale. It is, therefore, the total charge levied by the retail dealer 
and includes all items of expense incident to biiymg, handling, and 
reselling lumber plus the net profit reaUzed. The costs presented 
are based upon an extensive collection of statistics from retail lumber 
operations of large city yards in Chicago, Kansas City, and Minne- 
apolis, and of town and country yards throughout the States of 
Missouri, Oklahoma, Kansas, Iowa, Nebraska, North and South 
Dakota, and Minnesota. Cost records from approximately 2,500 
annual operations were transcribed by representatives of the Forest 
Service and correlated, bein^ grouped by cities and regions and by 
types of operation. In addition, cost statements were voluntarily 
submitted by several hundred ret aU dealers in the States mentioned 
and in the additional States of Indiana, Illinois, and Missouri. In 
a large number of cases these statements were either incomplete or 
not clearly comparable. Hence, the two sets of costs have been kept 
separate. Unless otherwise noted, therefore, all cost statistics here 
given have been obtained directly by representatives of the Forest 
Service from the records of the various companies. 

In undertaking a study of this scope many difficulties had to bo 
overcome. It was found at the outset that no standard system of 
accounting is followed by retail lumber dealers. Practically every 
dealer uses a different system or some modification of a general 
system. The form of cost statements varied widely, from vest- 
pocket notebooks to highly specialized and detailed records. One 
similarity in the cost statements was the use of sales as the base, 
for expressing the percentage cost of doing business, but this practise 
was by no means universal. Some dealers, although in the minoriity 
figure operatii^ expenses on the cost rather than the sale price of 
merchandise, wnile others use gross sales instead of net sales as their 
basis. 

To combine costs from these diversified records upon a comparable 
basis for ascertaining averages, it was necessary that the various 
expenditures be car^uUy analyzed and classified. In the absence 
of any standard accounting system in general use and because of 
insumcient time for the detaSed segregation of all costs, an elementary 
standard was adopted by which the various items could be conven- 
iently and logically grouped. Net sales were accepted as the basis for 
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expressing coste in terms of percentages, since this accords with the 
common practice and is recognized by most standard schools of 
accoimting. In addition to current expenses, such as salaries, labor, 
and teaming, miscellaneous expenses, etc., rent actually paid waa 
considered as an operating expense and grouped with insurance and 
taxes. Depreciation on buildings owned and upon personal property 
was likewise included. Losses from bad accounts were considered 
an expense. Where salaries of executives or owners were not charged 
upon the books of the concern or were clearly insufficient or exces- 
sive, they were adjusted to accord with the general average in the 
trade commensurate with the size and responsibiUty of the business. 
Interest on capital borrowed or owned was not considered an operat- 
ing expense but as part of the net profit. 

In the case of city yards in Chicago, Minneapolis, and Kansas City, 
expenses were subdivided as follows: 

(1) Salaries. — Of those directly in charge of the management of 
the company and of the clerical force. 

(2) Labor and teaming. — Wages paid yard foreman, all yardmen, 
teamsters, and the necessary expense incidental to teaming. 

(3) Insurancey taxes, and rent. — Choired as an operating expense 
where actually paid. 

(4) Depreciation. — Charged oflF uniformly at 10 per cent on the 
value of buildings owned, and 15 per cent on the value of equipment 
or personal property employed in the business. These percentages 
were taken as fair averages of the conditions foxmd in the business. 
Depreciation on stock was not considered. 

(5) Office supplies. — ^All expenses incident to the maintenance of 
the office — stationery, stamps, etc. 

(6) Loss accounts. — ^AU accounts long outstanding on which hope 
of further collections had been abandoned. 

(7) Repairs and renewals. — ^Under this head were included aU ex- 
penses incurred for repairs and renewals. 

(8) Miscellaneous expense. — ^All remaining expenses necessary for 
the proper transaction of the business were covered under this nead 
including such items as telephone, telegraph, advertising, fuel, light, 
donations, livery, legal costs (for collections), demuirage, associa- 
tion dues, etc. 

The method of classifying costs at line yards was of the same 
general nature, with the exception that office supplies were included 
in miscellaneous expenses. The salary item at the yard included 
the salary of the local manager. Two mai^ divisions, however, were 
adopted for line yards: (1) Yard operating expenses, which include 
aU expenses iacurred by the local yards of the company, and (2) gen- 
eral office expenses, which include all costs incident to the main or 
centl'al office of the concern. Line yard companies in some eases 
do not carry the general office as an expense, but regard it as offset 
by the rebilling charges assessed against the merchandise distributed 
among the yards. This, of course, is not correct accounting. The 
maintenance of the general office is a direct operating expense, and 
has been so considered in the line yard statements presented. The 
expenses of the main or central office from whicn the auditing, 

f)urchasing, and general policy are conducted were subdivided as 
oUows : 
(1 ) Management salaries. — Compensation of officers in charge. 
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(2) Clerical mlari^s, — Salaries of the clerical force employed at the 
general office. 

(3) Auditor's or superintendenfs salary and expenses. — All expenses 
incidental to the proper auditing of recorda by tne auditor, indudiag 
traveling expenses to the yard^, 

(4) Bent. — ^The amount actually paid for rent of the genial office. 

(5) WrScetUmeous expense. — Bemaining expen&ea incurred at the 
general office. 

The annual gross margin was readily obtained by deducting the 
inventory values at the b^inning of the year and the purchases made 
during it from the sum oi the inventorv valuer at the close of the 
year and the total yearly sales. Gain or loss (m inventory is therefore 
covered in the gross margin. Having ascertained the annual gross 
margin and the operating expenses segregated under tl]be foregoing 
items, an average profit and loss statement for groups of yards was 
readily obtained, both in dollars and cents and in percenta£;es of net 
sales. This, however, applied to the business as a whole ana included 
not onlj^ the handling of lumber but aU other classes of merchandise 
carried in stock. 

To ascertain the average cost of merchandisins lumber it was 
necessary to apportion against lumber its share oi the total costs. 
In the absence of any authentic basis from w^hich the relative cost 
of handlinfi; lumber as compared with other materials carried in 
stock coula be determined it was assumed that the cost of mer- 
chandising one dollar's worth of lumber is the same as the cost of 
merchandising one dollar's worth of the other comnu>dities handled. 
Although not a strictly correct assumption, this appeared to be the 
most practicable method of segregating the cost data and is believed 
to give results dose to the actual figures. No record of comparative 
costs ascertained upon either a general or scientific basis could be 
obtained from the dealers consulted. There is a g^a,t difference of 
opinion upon this point, some dealers believing that it costs more to 
merchandise lumber than side lines, otbers beUeving that it costs 
less. 

The operating expenses were consequently prorated against lumber 
in the ratio which the total net sales of lumber bore to the net sales 
of aU classes of stock. For example, ii lumber sales amounted to 
50 per cent of the total business, 50 per cent of the operating ex- 
penses were charged to lumber. To express this expense m terms of a 
thousand feet of lumber it was necessary to ascertain the total num- 
ber of feet sold as well as the net receipts from lumber sales, a pro- 
cedure which involved considerable difficulty in some instajices. 

The dealers in Chicago and Minneapolis kept senarate records in 
most cases so that the data could be obtained directly, but m Ka «s a.s 
City none of the dealers kept a separate account of their lumber 
sales. Hence it was necessary to total the daily delivery slips to 
determine the average selling price of lumber. Tnis figure was aver- 
aged from several companies and used with the operating costs of 
t& various concerns to obtain the cost of merchanaising a thousand 
feet of lumber. The line yards operatiog in Iowa and Nebraska had 
their records in such form that it was possible to obtain their pur- 
chases in feet of lumber, thousands of pieces of shingles and lath, 
number of posts, etc., with the corresponding sale values of eachoom- 
modity, permitting a correct and accurate prorating of expenses^ 
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'The ^dbleiii ^ ftscertainifig .tbe ^osts of ineFofaaiidiaitt^ Imaber per 
thousand feet in line yards operatiog throdihout ]dififio«mi, Oklabomft, 
and Kansas was imnsually difficult, owing to the fact that no single con- 
^oem imitdd had Tee&nAs sh&whkg tiie Talue of their iumb^ saies SiS 
distinguished from other stock. Taobtain this information with preci- 
sion w^o«^d hAFei^qiikBd maiij moaths fif labor in totaJ^ 
The yearly iny.entca*y lesa 50 oents per thousand f<^ piling lumber 
asL the jiaa'd was, therefore, accepted as a true index of the grades, 
fiizes, aod purchasing price of the lumber sold. The f eetage and value 
of liie «tock in-vefBtoried was obtained at 1^62 yards. The gross 
pi?ofit acftually obtained on sales was converted to a percentage of 
costs, And this gross gain plus the purchasing price was taken as an 
average seDing price. The expense of merchandising per thousandf eet 
was them obtained jms in the other cases. The costs of merchandising 
lumbetr by the line yards in Minnesota and North find South Dakota 
were obtained more readliy and^ accurately. The concerns in this 
region asia rule kept records showing their total sales of lumber in feet 
and ddBars, ihvtB making it possible to arrive at an average selling 
price per thousand feet and to prorate the costs of merchandising 
not only against lumber but in some cases against all the commodities 
handled* 

URBAN RETAIL TRADE. 

CHICAOO. 

Conditions in the retail lumiber trade at Chic^o are those of a 
highly competitive market where the socaUed ethics of the trade are 
<5ommonly violated in the struggle tor business. This general term 
covers the definitions of what constitutes wholesale and retail trade 
■aBfd the quaMfications as to capital, pennanency, etc., requisite to 
legitimate standmg as a dealer, which retail associations formerly laid 
down find sought to enforee. Their purpose, of course, was to ouild 
up exclusive channels of distribution from which outside compe- 
tition was debarred. 

The ftv^rage costs of retafl lumber merchandising in Chicago are 
given in Tabte6, which is based on 22 annual operations of 7 different 
cQSQipanies located in diff^ent sections of the oitj^. These concerns 
were taken as r-epresentative of the largM* yards m Chicago, a^ad the 
v<dume cf business transacted is doubfless iugher than the «^,verage 
of all Chicago yards, of which there are are some 142. In these 
twenty-two .annual operations, covering 1912 to 1914, inclusive, the 
the value of the yearly sales varied approximately 14 per cent irom 
the average for the period. 

The Chicago retail market differs from that of Kansas City and 
Minneapolis m that large quantities of two species, hemlock and yeHow 
pine, compete for the business. Yellow pine sales, however, were 
predominant at the yards studied. While the nimiber of yards is 
only 4»n6 to approximately 15,355 inhabitants, CQOQapetitiogQL is much 
more severe than xnight appear to be the case, due to the f a<^ 'tdiat in 
large cities retailers as a whole deal with but a limited number of 
customers. About 80 per cent of their sales are made either to 
contractors or carpenters or through architects; the remaining 20 
per cent bemg in small lots to numerous vccMisumers. In the country 
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on the other hand, the dealers come into moro direct contact with 
the ultimate users of the lumber. 

Table 6. — Average costs of retail lumber distribtUum as shown by 22 annual yard operor 

tions of city yards in Chicago, III, 

[Basis: 1912, 6 companies, 7 yards; 1913, 6 companies, 7 yards; 1914, 7 companies, 8 yards.] 



Accoimt statement 



Total investment. 

Net sales 

Gross profit 



Operating expenses: 

Salaries 

Labor and teaming f. 

Insurance, taxes, and rent.. 

Repairs and renewals 

Loss accounts 

Depreciation on equipment. 
Miscellaneous expense 



Total operating expense 

Net operating profit 

Interest on investment at 6 per cent 

Net profit over and above interest on investment at 6 per cent. 
Number times stock turned annually (approximate) 



Averago 
costs per 
yardln 
dollars, total 
business 
annuaL 



$194,281.46 

329,830.61 

71,703.18 



14,977.48 
27,201.78 
6,888.13 
810.48 
1,029.10 
2,305.63 
4,783.74 



57,496.43 

14,206.75 

11,656.89 

2,551.86 

2.34 



Avttag6 
prorated 
costs per 
thoosand 
feetb.nL 

lumber 
only. 



S27.15 
5.90 



AvcngB 

BTjpenad 

enressed 

mper 

oeniof 

total 



$21.74 



L23 
2.24 
.57 
.03 
.08 
.19 
.39 



4.73 

L17 

.96 

.21 



i.54 

8.25 

2.00 

.00 

.81 

.70 

L45 



17.43 

M.31 

3.53 

.78 



» Equivalent to 7.31 per cent interest on investment 



The range shown for the companies and years studied ia indicated 
below: 



Per cent of sales. 



Item, 


1912 


1913 


1914 




Lowest. 


Highest. 


Lowest. 


Highest. 


Lowest. 


Highest. 


Gross profit 


22.04 

12.19 

2.66 


26.21 
20.21 
10.16 


18.03 

12.43 

.05 


24.30 

24.97 

5.75 


15.96 

14.00 

-7.16 


29.17 


Oneratins expenses 


28.59 


Net profit. 


7.62 







In 1914, apparently in consequence of recurring trouble in the 
building trades, the same compames showed an average decrease of 24 
per cent in business under 1913, while the costs of merchandising rose 
to the highest figure of the period. 

In the Chicago yards studied the average investment was distrib- 
uted as follows, by percentages: 

Distribution 
(percent). 

Merchandise investment 56. 92 

Outstanding accounts (including both bills receivable and ac- 
counts receivable 31. 88 

Real estate and improvements 5. 83 

Personal property 5. 37 

Total 100.00 

It will be noted that outstanding accounts represent 31.88 per cent 
of the average investment. This is equivalent to 18.56 per cent of 
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the annual sales. The percentage represented hy real estate and 
improvements is very small, most of the concerns occupying leased 
ground. 

To ascertain the number of times the stock was turned annually, 
the total cost of the stock sold was divided by the average monthly 
inventory in dollars wherever possible. In general, however, 
stocks are considerably reduced at inventory time so that the figures, 
while furnishing an mdex to this feature of the business, show a 
higher rate of stock turnover than actually took place. In 1912 
the range as thus obtained was from 1.44 to 4.45 turns, with an 
average of 2.44; in 1913, from 1.51 to 4.40 turns, with an average of 
2.68; and in 1914 from 0.93 to 3.97 turns, with an average of 1.97. 
The average for the period was 2.34. 



MINNEAFOUS. 



Minneapolis and St. Paul are essentially northern pine markets, 
the retail sales of this species forming approximately 75 per cent of 
the lumber used. In the two cities there are 62 retail lumber dealers, 
a yard to every 8,326 people. Competitive conditions are therefore 
indicated, although the market as reflected by the curvers has been 
,more stable than either the Chicago or Kansas City market. In 
Table 7 are shown average distribution costs compiled from 49 annual 
operations of 5 different companies at these points. The operations 
cover the years from 1912 to 1914, inclusive. Most of the yards are 
located in Minneapolis, and showed better average returns than the 
yards from which data were obtained in St. Paul. 



Table 7. — Average costs of retail lumber distribution as shown by 49 annual yard opera- 
tions in Minneapolis. 

[Basis: 1912, 5 companies, 15 yards; 1913, 5 companies, 17 yards; 1914, 5 companies, 17 yards.] 



Account statement. 



Average- 
costs ^er 
yardm 
dollars, 
total 
business, 
annual. 



Average 
prorated 
costs per 
1,000 feet 

b. m.y 
lumber 

only. 



Total investment $58,913.40 

Net sales 97,799 



Gross profit. 



operating expense: 

Salaries 

Labor and teaming 

Insurance, taxes, and rent . 

Rei>airs and renewals 

Loss accounts 

Pepredation 

Misoellaneous 



Total operating exx)ense 

Net operating profit 

Interest on investment at 6 per cent 

Net profit over and above interest on investment at 6 per cent. 
Number of times stock turned annually (approximate 



94 
21,388.85 



5,343.52 

6,552.14 

1,945.91 

45.28 

232.33 

877.09 

2,912.85 



pel 



17,909.12 

3,479.73 

3,534.80 

—55.07 

3.57 



S26.77 
5.85 



1.46 
1.79 
.53 
.02 
.06 
.24 
.80 



4.90 

.95 

.97 

—.02 



Average 

expense 

expressed 

in per 

cent on 
sales, total 

business. 



21.87 



5.46 

6.70 

1.99 

.05 

.24 

.89 

2.98 



18.31 

>3.56 

8.61 

—.06 



i Equivalent to 5.999 per cent interest on investment. 
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Gross profits, operating expenses, and net profits showed the fid- 
lowing range by years: 





P«r cent ot sales. > 


Ittm. 


1912 


1M3 


1H4 




LOWIBSt. 


HSgtaMt. 


lAfirftX. 


mgtaart. 


LoirvBt. 


HIslwst. 


Oness profit 


10.78 

15.75 

2.90 


SS.13 

20.54 
18.97 


16.08 

15.82 

a88 


25.73 

22.78 

6.25 


17. lid 
15.96 

aes 


27.10 


Opera^iTig expflfn^es 


22.39 


Nk profits..:. 


8.82 







The average investment at the yards studied in the two cities 
during the three-year period was divided as follows: 

Distribution 
(per cent). 

Merchandise investment 96. S2 

Outstanding acooimte 49. 45 

Beal estate improvements 9. 35 

Personal property '. 4. 38 

Total 1<».60 

It will be noted that outstanding accounts constituted the major 
portion of the investment, 18 per cent greater than at the Chica^ 
yards. The percentage of sales carried as outstanding accounts did 
not vary greatly from year to year, as shown below: 

Peroenta^ 

of»it- 

stuidln^ 

accounts 

tosale& 

1912 29.49 

1913 29.58 

1914 30.22 



Average 29.79 

A similar method was used to obtain the rate of stock turnover in 
Minneapolis as in Chicago. It gave an average of 3.57 turns annu- 
ally, or 1.23 more tiian the Chicago yards. The variation in 1912 
was from 1*86 to 3.66 turns, with an average of 2.68. In 1913 the 
variation was from 2.57 to 4.48 turns, with an average of 3.52. In 
1914 an increased volume of sales produced a considerably higher 
rate of stock turn, varying from 3.34 to 5.85, with a resulting nigh 
average of 4.57. 

KANSAS CITY. MO. 

Kansas City, from its geographical location in close proximity to 
the southern producing region, is the greatest lumber market ol the 
lower Mississippi Valley. 

With one yard to every 9,000 inhabitants, retail conditions in the 
city are evidently favorable to competition. Although Kansas Citv 
is not an open market to the same extent as Chicago, practicafly all 
wood-using industries purchase their supplies from manufacturers or 
wholesalers, and retailers seldom obtain such orders. The city has a 
surplus of retail lumber yards, and those whose records were compiled 
barely earned 6 per cent on their investments durmg the three-year 
period. 
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The operiktions studied in Kansas City ape preseated iii Tafafe 8, 
wliich is based on 24 aimual aporatioiis of 8 diSer^it yards oo\^nx^ 
£Lq j)€riod from 1912 to 1914, iacluBiye. The yards are considered 
repieaeiitstive of the retail trade in the city. 

Table 8. — Costs of retail lumber distribution as shown by 24 annual operations of 8 city 
yards m Kansas City^ Mo. , for the period 1912, 191S, and 1914- 



Aeooont stftteflWDt. 



Total net sales 

Chroflsixrofit 



OperatlDff expenses: 

Salanes 

Labor and teaming 

Insurance , taxes, and rent . . 

Loss accounts 

Depreciation on equipment. 



Average 
oo&tsper 
yarain 
dollars, 
total 
imsiness 
annual. 



Average 
prorAted 
costs per 
thousand 
feet b. m., 
lumber 
only. 



SUM, 405. 36 

135,906.81 

30,221.17 



4,606.81 
11,456.76 
2,445.62 
510.05 
1,065.92 
3,604.86 



Total operating expenses .23, 051 . 72 

Net operating profit 6, 289. 45 



Interest on investment at 6 per cent 

Vet profit o^-er and above interest on investment 

Nuffibsr of times stock turned annually (approximate) 



6,267.92 
1.53 
3.74 



$25.41 
5.66 



. 86 
2.14 
.46 
.10 
.20 
.72 



4.46 

i.n 

1.17 



Average 
expense 
eaqMBssed 
.inper 
xxTtt an. 

SBle^. 

total 
boainesB. 



22.24 



3.19 

6.43 

1.69 

.38 

.78 



17.62 
M.62 
4.62 
.001 



1 EiQuivalent to 6.001 per cent on investment. 



In tlhe yards studied, the range by years in the gross profit, oper- 
ti-ting costs, and net profits shown was as follows: 







Percent of sales. 




Item. 


1912 


1913 


1914 




Lowest. 


Highest. 


Lowest. 


Highest. 


Lowest. 


Hii^est. 


Gross-proilt 

Operating exnenses. 


20.76 

14.54 

4.01 


29.06 

23.71 

9.01 


13.33 

14.35 

1.02 


27.60 

37.47 

6.69 


19.94 

16.47 

0.37 


25.68 
25.41 


Ketiprofit^ 


S.41 







The average return on investment shown by the yards studied was 
8.5 per cent in 1912, which was the best year of the period, 3.34 per 
Hoent in 1913, a year of falling prices, and 5.92 per cent in 1914. 
The a^verage net return of the xnvestaaaent during the three-ysda^ 
period was 6 per cent. 

The investment in Kansas City, based on an average of the yearly 
inventories, was distributed as follows: 

Bistributioa 
* (per cent). 

Merchandise investment 34. 73 

Outstanding accounts , 42. 84 

Real estate and improvements 19. 57 

Personal property 2. 86 

Total 100. 00 



24 



DISTRIBUTION' OP SOFTWOOD LUMBEB IN MIDDLE WEST. 



The rate of turnover shown by the different companies varied in 
1912 from 1.47 to 3.78 times, with an average of 2.92 turns. In 
1913, with a decrease in the amount of stock carried, the turnover 
varied from 1.33 to 4.41 turns, with an average of 2.89. In 1914 the 
rate slightW' increased, varying from 1.76 to 4.37, with an average 
of 2.92. The three-year average shows an approximate yearly turn- 
over of 2.91 times. 



SUMMARY OF URBAN TRADE 



Inasmuch as the same general classes of lumber are used in all 
cities for common construction, the conditions existing in the Chicago, 
Kansas City, and Minneapolis markets are considered more or less 
typical of retailing costs in the urban trade. The data for these 
tnree cities have, tnerefore, been brought together in Table 9, which 
is an average derived from Tables 6, 7, ana 8. In this average the 
statement ftom each city has been given equal weight. The species 
used varv in the different markets, out the consumer pays approxi- 
mately the same average price for his lumber. The grades consumed 
are similar, even thougn the species differ. 

Table 9. — Recapitulation of average costs of retail distribution as determined from 95 
anniLal yard operations of city yards in Chicago , Kansas City, and Minneapolis during 
period 1912-1914^ inclusive. 



Acuoimt statement. 



Total Investment 

Net sales 

dross profit 

Operating expense: 

Salaries 

Labor and teaming 

Insurance, taxes, rent 

Loss accounts 

Depreciation 

Miscellaneous 

Total operating e2q>ense 

Net operating profit 

Interest on investment at 6 per cent 

Net profit over and above investment at 6 per cent 



Average 

costs per 

yard in 

dollars. 

Total 

business, 

annual. 



$119,220.07 

187,845.79 

41,105.07 



Average 

prorated 

costs per 

thousand 

feet b. m., 

lumber 

onlv. 



§26.44 
5.80 



Average 

expense 
expressed 

inner 
cent of 

sales. 

Total 
business. 



21.95 



8,309.94 
15,070.23 
3,759.95 
590.52 
1,416.31 
3,972.24 



33,119.09 

7,985.98 

7,152.90 

833.06 



1.18 
2.00 
.52 
.08 
.21 
.65 



4.70 

1.10 

1.03 

.07 



4.46 
7.80 
1.96 
.31 
.79 
2.47 



17.09 

14.16 

3.91 

.25 



1 Equivalent to 6.60 per cent interest on investment. 



Gross profits. — There is very httle difference in the average gross 
profits shown. A comparison of the three-year averages follows: 



Place. 



Chicago, 111 

Minneapolis, Minn 
Kansas nty. Mo.. 

Average 



Per. cent 
o£ sales. 



21.74 
21.87 
22.24 



21.95 



Per thou- 
sand leet. 



$5.90 
5.85 
5.65 



5.80 
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It will be noted that the maximum fluctuation from the average 
was twenty-nine one hundredths of 1 per cent of the sales, or tne 
ec^uiTalent of 15 cents per thousand feet. It is significant that the 
city having the highest percentage of gross pront has the lowest 
gross. profit in dollars and cents. This is because of the lower aver- 
age price per thousand feet received in Kansas City. 

Operating expense. — ^The costs of merchandising lumber are prac- 
tically identical in some cases and in others present a wide variation. 
This IS due to local conditions within the market itself and the abiUty 
of the dealers in various cities to adjust their business to changing 
economic and competitive conditions. The actual costs of merchan- 
dising lumber, based on three-year averages, were: 



Place. 



Chicago, in 

Minneapolis, Minn 
Kansas City, Mo... 

Average 



Average 
v(4ume of 
business. 



$339,830.61 

97,799.94 

135,906.81 



187,845.75 



Operating cost. 



Per cent 
of sales. 



17.43 
18.31 
17.62 



17.79 



Per thou- 
sand feet. 



$4.73 
4.90 
4.48 



4.70 



The maximum variation from the average cost was $0.42 per 
thousand feet. The highest cost was incurred by the yards in Imn- 
neapolis and St. Paul, where the volume of busmess transacted was 
the smallest. On the other hand, these dealers show an increasing 
volume from year to year. In 1913 the increase over the preceding 
year was 18.6 per cent. In 1914 it was 9.38 per cent over 1913, or 
29.1 over 1912. At the same time operating costs increased. In 
Minneapolis dealers generally endeavor to maintain a $5 service 
charge, or gross margin, on their lumber, figuring that to sell on a 
smaller margm is to sell below cost. 

From the statistics obtained, the average retail cost of merchan- 
dising lumber under the conditions prevailmg by and large in Middle 
Western cities of the first class approximates $4.70 per thousand feet 
above the cost of the material on railroad cars. 

DistributioTb of costs. — It will be of interest to note the distribution 
of the operating costs making up the three-year average in the various 
cities. 

Average operating costs per thotLsand feet. 



Item. 



Salaries 

Labor and teaming 

Insurance, taxes, and rent . 

"Lobs accounts 

I>eprepiation on equipment 
G eneral 

Total 



Cliicago. 


Minne- 
apolis. 


Kansafi 
City. 


Average. 


11.23 


$1.46 


la 86 


91.18 


2.24 


1.79 


2.14 


2.06 


.57 


.53 


.46 


.52 


.08 


.06 


.10 


.08 


.19 


.26 


.20 


.21 


.42 


.SO 


.72 


.65 


4.73 


4.90 


4.48 


4.70 



Average 
per cent 
distribu- 
tion. 



25.11 

43.83 

11.06 

1.70 

4.47 

13.83 

loaoo 
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Net prqft^. — ^Based caa the tbree-^year ^i^erage, a oomypariBdii ef the 
net profits realized gwes the iollowmg: 



Place. 



Ct^eagOflR 

KftDSBR City, ICo... 
MlniwiRpolfe, Mum. 



Per rflBt 



4»9L 
4.62 
3.W 



Average. 



4.16 



thonsand 



no? 

1.17 
.IK 



Fer 
onin 



7.31 



1.10 



6.13 



The surprising closeness with which average gross profits, -fqaeTatiag 
costs, and net profits check at three widely separated centers strength- 
ens tne conclusion that the results ohtained represent broad cona- 
tions prevailing in m'ban trade. 

Annucd stock turns. — It has been mentioned previously that the 
rate of stock turn is based on inventories at the end of the year, 
when dealers tts a ga^eral rule have reduced etocks. The figupes 
given, therefore, are possibly a trifle high. The three-year oveoage 
was as follows: 

Tunis. 

Chicago, ni 2.34 

Minneapolis, Minn 8. 67 

Kansas City, Mo ^ 2. 91 

Average ^.94 

It will be noted that Minneapolis shows the greatest number dl 
istock turns :a year. This mamsiet l>edng the (Sosest to its main 
produomg r^ion (northeim june), the stock investment is prapoj*- 
tionately smaller and can be turned oftener than in >cities more 
remote from producing territory. This is also borne out by ELansas 
City, ^hich as closer to its produciag region than Chicago. The 
latter point is the farthest removed ol any from the aawmilk, and 
shows the laigest per cent of stock investment and the lowest j^te 
of turnover. 

JDislribuiion of myesiment. — A conaparkon of the average invest- 
ment in the three cities is shown below: 

Comparative distribution of investment^ in per cent. 



l%wa. 


Oiiie^go. 


Minne- 
apolis. 


Kansas. 
City. 


Average. 


Wfir(^hftTidlflA . , . 


56.92 

31.88 

5.83 

5.37 


30.82 

49.45 

9.35 

4.38 


34.73 

42.84 

19.57 

2.86 


42.82 


Oiit^.i^iirt{nR ftrwin^ts .... . , 


41.39 


Real estate and improvements 


11.58 


Personal BroDert v 


4.21 






Total 


100.00 


100.00 


100.00 


100.00 







It will be noted that the investment in merchandise is greater Jtt 
Chicago than at Kansas City and Minneapolis, the points close to ,tbd 
Bource of production. The .percentage of real estate and improve- 
ments is lowest in Chicago, where the majority of the concerns from 
which data were collected occupy leased grounds. In Kansas City 
several of the sites occupied were too valuable for liunber yards, but 
were used as such until the property was sold. 
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Hie ayen^ pereeatage of outstanding accounts carried on the 
books by rarious rotaims does not vary mateiiallj from year to^ 
year. It was noted tiiat tbe outstaadxag aocoimts increase wopor- 
tionately with ^ales; b&uob an incpeaae or decxeaae in tbo Tolume of 
bosineflB wili only affect tbo outstanding percentage slightly, althou^. 
the total emoimt in doUams zoay vary greatly. 

TktQ pei^oeditage of outstaadin^ accounts to sales for the thiee years 
was as follows for the Tarious cities: 

F«r OMit. 

Chicago 18.56 

KanaasCity 32.93 

Ifiaoeapohs 29. 79 

The average shown for Kansas City is considered high on account 
of the iQclusion of one concern carrying 60 per cent of its sales in out-^ 
standing accounts. The avers^^e of aU yards at this point would, it' 
is beheved, fall between 24 and 30 j)er cent. , 

Dray age. — By reference to the distribution of costs given on page 24, 
it wili be seen tli^at ih^ item of '^Labor and teaming" constitutes over 
40 p^ eeait of the cost of retail distribution in the large cities. It has 
becai pointed out tiiat in the trade of 25 or 30 years ago a much 
larger proportion of the material was hauled away from the jrards by 
Gustosners, and tiiat with the development of moie intensive trade an 
ki(a>easing servioe has been demanded of the retailer. At the raesent 
time city dealm claim that from 65 to 75 per cent of their lumber 
sales mu^ be delivered. A great deal of this business is in less than 
wagonloads, because of the small size of the purchase or the desire of 
the pnrchas^ to have tiie lumber d^vered in small amounts as needed 
in coDstmetion wo^c. 

Tbe item of '^ Labor and teaming'' includes both drayage costs and 
jord labor. It was not ^ssible m every case to segregate the two 
items, but data obtained in all diree dties indicate that the average 
drayajge cost centers around $1 p^ thousand feet of lumber sold- 
This is approximate 20 per cent of the total retailing cost. 

Table 10 was prepa^^ed by a retail lumber dealer in St. Louis and is 
presented here to indicate the item of drayage as a factor of expense 
under vari^ing conditi(ms as to size of load and hauling distance. The 
table is based on a $5 cost for team and man per 104iour day, and a 
nniform charge for the loader at tbe yard of 25 cents: 

Tabi<s 10. — Co^ of hauling hcgnher per thousand feet in the c»fy afSU Louis, 
fTabnlated to show cost per Hvousand foet for full and part wagooloads on long or short hauls.] 



Time. 



1 hour, . 

3 hours. 
SliMics. 

4 hows. 
I» hours. 
6 hours. 
7iiiooFg. 

8 hours. 

9 hours. 
Idhioms, 







Total 
cost. 


Load, 


Load, 


Load, 


Load, 


Team. 


Loftd«r 


2,500 


2,000 


1,560 


1,090 






feet. 


feet. 


leeL 


feet. , 


».so; 


SO. 25 


SO. 75 


10.30 


S0.37I 


SO. 50 


SO. 75 


LOe 


.25 


1.25 


.50 


.62 


.88 


1.25 


l.fiO' 


.25 


1.75 


.70 


.87 


1.16 


1.75 


2.00 


.25 


2.25 


.90 


1.12 


1.50 


2.25 


2.50^ 


.25 


2.76 


LIO 


1.87 


1.63 


2.75 


a. 00' 


.25. 


3.25 


1.30 


1.02^ 


2.16 


8.25 


«.60 


.26 


U.76 


1.50 


1.87 


2.30 


3.75 


4.00 


.25 


4.25 


1.70 


2.12 
2.37 


2.83 


4.25 


4.50 


.25 


4.75 


1.90 


3.16 


4.75 


5.m 


.25 


5.25^ 


2.10 


2.02^ 


3.50 


S.25 



Load, 

soo 

feet. 



SI. 50 
2.50 
3.50 
4.50 
5.50 
6.50 
7.83 
8.50 
9.50 

10.50 
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The dealer in tUis instance stated that the average haul in St. Louis 
requires about five hours, which, according to his table, would mean 
an average cost of $1 .10 per thousand feet on full loads. On less than 
full loads and on longer nauls the cost increases rapidly. This table 
brings out the wide differences in cost per thousand feet between 
smaU-lot sales and large sales. As in all city retail trade, where free 
deUvery is maintained by the individual companies, there is a ^at 
duplication of costs in the deUvery of liunber. In most of the large 
cities retail yards are more or less concentrated, so that delivery 
teams from Afferent companies commonly traverse the same rout€» 
with small loads, when the entire amoimt could be delivered by one 
team at one-hali or even one-third the expense. 

RURAL RETAIL TRADB. 

Linb-Yabd Operations, 
general organization. 

The parts of the Middle West outside of the lai^ cities which were 
canvassed personally are predominantlv line-yard territories in the 
States of Minnesota, North and Soutn Dakota, Iowa, Nebraska, 
Kansas, Oklahoma, and Missouri. The proportion of line yards in 

Sarts of these States is as high as 85 per cent. In Oklahoma and 
forth and South Dakota they form approximately 75 per cent of 
the total number. Retail-lumber distnoution through tnese highly 
specialized line-yard concerns has been handled by territorial sec- 
tions, each governed by the conditions within its own region. 

The yards of Minnesota and North and South Dakota are consid- 
ered as one unit, and the costs shown in that section represent those 
of an agricultm^al region stable in the east, but changmg westward 
to the newer and less developed portions of the Dakotas. The yards 
in Iowa and eastern Nebraska from which data were obtained were 
grouped into another unit, representing a very stable, well-populated, 
tnd developed agriculturai region witJ^more mtensive mercWdising 
problems. The third unit comprises the yards in Oklahoma, Kansas, 
and Missouri, and represents fine yard distribution in a well-popu- 
lated region. Climatic conditions vary somewhat in these three re- 
f'lons wmch affect crop conditions and the general economic situation, 
his is a very important factor in the rural retail business and exerts 
a powerful influence upon the costs and profits of the dealer. 

In rural trade, unhke city trade, delivery is not an important fac- 
tor of cost, since relatively few country yards maintain defivery serv- 
ice. In towns of less than 1,000 population it was found that yards 
rarely deliver lumber, and it is not common in towns of less than 
2,500 inhabitants.^ This expense, where incurred in the few larger 
towns, is covered in the item ^' Labor and teaming," which also in- 
cludes cartage from car to yard and all yard labor except the salary 
of the manager. While the larger fine yard companies often have 
several yards in the larger towns, 90 per cent or more of the yards 
studied were in towns of less than 2,500 population. These points 
serve primarily the country demand for lumber, and this is the trade 
upon which the fine yards largely depend. 

General offices of line yard concerns, — The more highly specialized 
line yard offices have purchasing, sales, auditing, credit, traffic, and 
architectural departments reporting directly to the general manager. 
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Organization ofapecialized line yard company » 



General Office 



Line Yard Company 



T 



Board of Directors 



I 



President or General l^lanager 



Purchasing 



Sales 



Auditing 



Credit 



Traffic 



Architectural 



T 



Purchasing 
agent at 
soiurceof 

production 



Traveling 
auditor 



Yard manager 

The functions of these staflp departments are as follows: 

Purchasing department — ^AU purchases of lumber, cement, etc., 
are made tmougn this department, either imder long or short term 
contracts or emergency orders. The department keeps in close 
touch with the wholesale lumber market and seeks to anticipate 
fluctuations in price, thereby being in a position to take advantage 
not only of price movements but often of special conditions at the 
miUs. The saving that may be eflFected by a margin of even 1 pe/ 
cent in purchases is important in concerns having a yearly business 
of $1,000,000. The majority of the larger concerns beUeve that their 
savings in purchasing limaber and its products through well organ- 
ized departments amount to 4 or 5 per cent. ^ The advantage of pur- 
chasing millwork in carload lots and reshipping it to their yards on 
favorable local freight rates is another oistinct gain, as miUwork 
often comes to the smaller individual yards at a high freight rate. ^ 

Sales or retail department — In. line yard concerns having no mill 
connections the term *' sales department" is used, but where such 
concerns are part of a manufacturing organization the term *' retail 
department" is preferred to diflferentiate it from the general sales 
department. 

The sales or retail department is vested with entire control of the 
retail business, directing its poUcy, prices, location of yards, etc., aiid 
is responsible for the net results. This department is closely alUed 
with the purchasing department, the latter acting on its requisitions 
or advice. The ssles department in turn instructs the aumting de- 
partment to rebiU the purchases to individual yards either at going 
market prices, a flat rate per car, a price which in their judgment an 
individual dealer would be obliged to pay, or an amount wnich will 
carry the pro rata expense of the general oflBice. At the end of the 
year the cost of the general office is thus borne by rebilling charges 
and the gain from discounts. Local yards do not receive the benefit 
of cash payments, this amount being absorbed by the general office. 

Rebilling charges on lumber ranged from $0.25 to $1.50 per thou- 
sand ieetf assessed at a given rate per thousand feet or per car. 
The rebilling charges on shmgles ranged from 15 to 25 cents per thou* 
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sand. Lath was commooiT rebSled nt a lO-eent mcrease per thou- 
sand, and posts at one-half cent each. Coal usually earned a re- 
billing charge of 10 oeuts per ton or the dsfferenoe between a single 
car price and the contou>t ^ice obtokked. These &ve commodities 
constitute the major sources of rev^iue for the general office. Mill- 
work, hardware, tank and sflo stock, building paper, cement, and 
plaster commonly carry a small rebilling charge. Most of the re- 
maining commodities are rebUled at cost, alUiough rebilling policies 
YBiTY with the different companies. 

Auditing or comptroller^ 8 department. — ^This department is re^on- 
sible for uie proper auditing of aU records. Rouiane work &t the 
office includes the checking of purchatdng invoices aad daily delivery 
tickets from the unit yards and keeping «uch records as ^u*cbase 
journals, outstanding accounts, and cash icnd sales ledgers, in addi- 
tion traveling auditors and superintendents are maintained who are 
responsible for the accuracy of the records of a certain number ^ 
yards. The duties of the traveling representative are to check the 
records of each yard periodically and to reduce outstanding accounts 
by personal visits to debtors. In the semiannual and annual inven- 
tories the auditor must check the local manager's report. In some 
instances the t^'avehng auditor actually dkeots the sales poUey of 
tike yards, regulates prioes for the cenumodities seld, and «0rv«s in 
the general capacity ef a superintendent. 

Credit depofAmenL — ^Tfais depajrtm^it is one of eompaarativeily Beeeaot 
installation and is dosdy alhed with the auditii^ depatiment in 
that the field fronts or traveling auditors wxiesra its cluties. Tba 
Mieavy burden m outstanding accounts has DfiBa amplifwd elsewheia 
as representii^ 30 per eent m the investmeat ajaid 22 per eeiit cf cmv 
t&it sales, with a gei^ral upward trend. The developmeflsit of hkhly 
speciaiUzed credit departmeots and isredit systems hafl i»sult^^ Im 
some instances every pezBtm in the regiosL whether a customer or 
act is hsted, with his visible as8«^, his standing in tibe oaEamumty, 
and the amoimt to whidi credit may reasoBably be ejcteoded. Tios 
is a most intensive system but is said to iiave been worth tiie ex- 
|>^[»iiture, as it has materiially decreased ^outsta&ding aecounts and 
maselj eliminated losses from bad accounts. This ^vantage may 
be more definitdy eEpreesed bvi«i«mng to t^^ 
ehandizmg where losses from oad accounts have averaged 10 cents 
per thousand feet. ^ The decrease in investment accomplkhed by a 
preper credit orgamsation is also apparent. 

Tra^ depan^mewL — ^The funotion of this department, briefly, Is to 
route t^e material purdiftsed ovser the iioies having ti^ most advan- 
4^eau8 freight rates, to prevent ezrors in frei^t afiseasments by rail- 
roads, to traea cars ana insure their delivery with dispatdi^ to f3a 
daims for loss and damage in transit, etc. This department is a most 
valuable adj^unct of tlte business and its eavings to the oeoioef&s ace 
often ^peat. ISiBse are brou^t about throu^ exp^t abi£ty im ths 
eoHection <^ excess freight changes and claims for overweights, loss 
aiid damage in transit, mii»:xiuted <)ars, etc., in addition to all the 
routine services performed. 

Arckkeatuml aepartmefnt. — ^This k tibe xnost rec^it denartiBi^it in 
line yard concerns and aims to advance the sale of buihmig sup^ilies 
by aiding builders to erect attractive fao!i»es and farm buildii^s and 
improvements. These departments handle advertisii:^ aiui me chv 
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csfdAtkig o{ pkes. Ti^j aim to creftte a demAiul for staBrdard ariicles 
and siaes. Sttch a departmaat is ths& moBt eff«ctivie na^aiis of meeting 
mail-order competition. 

The foregoing indicates the organization of the most highly special- 
ized line yard concerns. In the less intensively organized companies 
and those whidbi have not the volume of business lor such speciaHza- 
tion the duties of th© central staff are leas specific and credit and 
architectural departmei&ts are uaaaJlj lacking. 



LOSS "JLULDS m MINKSaOXA, VOSTH DAKOTA, AND BOUTH DAKOTA.. 

In this section cost records were obtained from 1,270 annual yard 
operatioais covmng the pexiod from 1912 to 1915^ inchtsiva. The 
tM^mpiifed averages are giv^en in Table 11 . The oompaoies zepreseated 
in this statement are among tiie s tr o ng e Bt line yard eoncems in the 



re^ojx, md the figures diiould reflect a nigh average effidiency in the 
mral distrihutio^i of lumber. The total volume of sales per yard 
showB a consistent increase in the section^ and the statement for the 
period as a whole shows the trade to be on a good financia] basis. 

Tablb 11. — Average co$ts ofretcdl Iwnber SistrSyation m iStovm by i,f70 4m4«te«Z yerd 
operations of line yards in Minnesoim, North D4tbo9»^ tmd Sovth Pmkoim. 

[Basis: 1912, 9 companies, 338 yards; 1913, 9 companies, 35B yards; 1914, 9 oompfmlfis, 374 yards; 1915, 

5 compames, 202 yards.] 



Aeo a a at < tatoi gat. 



Total inTBstment » , , 

N«t sales ^ ^ 

Orass profit 

SxpensK 

Yti4 operates eKpiose— 

Salaries ^ ., .. 

IiabQa: and tean&ig . . .^ , , 

lDsar«nce, tasies , and rent 

fiepaJrs4UMi seaewals 

Ijoss aoootsits ....... .^^ ... .^ ..-. ...... .^. ., 

OfB fy pi frfifp - ...................... ... ..... 

J^oprecttibientaBtetti^pateai; ' I ' 

yfififtltoafioHii f ipfmfif ^ 

Total jard t^eratins^xpenie , 

Oeneral oGiise operating «zpense — 

KanageBBeet eateries. .. , , 

Auditx>r^ or •qperintendoit's salary aad ti^vieling expenae 

Ti.* v?t astually pald^. ..-...,.. .«-.... ....^...- 

MlsoeAlxaBetas eag[>enaes .* 

Txrt;aIfeB6ral«ffice expense.... 

Total aet operating expense ^. « 

Net ope rat ' Aag profit 

Interest on investment at 6 per cent ^ , 

9S£^ |)r£(H, filter smd«dboTeie;tes»rt GQin^iwBtaezd; 4^ fca-QOst 

Number of times stock turned annually (approximate) 

1 Equivalent to 12.53 per cent on investment 



122, 397. "37 

29,065.22 
6,745.63 



Avopttge 

costs i)er 

yard in 

dollars, 

total 

business, 

annual. 



1.201.91 

411.80 

292.80 

60.03 

83.81 

21.54 

292.92 

732.74 



prorated 
costs per 
thousand 
feet b. m 
lumber 
only. 



$31.24 
7.25 



LX9 

.S2 

.06 
.W 
.tQ 
.32 
.79 



3,097.55 



147.11 
2n.34 
280.64 
50.63 
146.87 



842.^ 
3,940.14' 
2,805.49 
1^ 34:j. 84 
a««6<L6i5 
2.53 



j8.33 



.16 
.24 
.^ 

.05 
.16 



Average 

expense 

expressed 

in. -per 

cent of 

sales, 

total 
business. 



,91 
4.24 

1.44 
1.S7 



23.21 



4.13 

1.42 

1.01 

.21 

.29 

.07 

1.01 

2.52 



10.66 



.51 
.75 
.96 
.17 

.51 



2.90 

13.56 

10.45 

4.62 

5.03 
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Variations in ^oss profits, operating expenses, and net profits 
shown by the various companies coveredthe following extremes: 





Per cent of sales. 


Item. 


1012 


1013 


1014 


1015 




Low- 
est. 


^ 


Low- 
est. 


^:t 


Low- 
est. 


^ 


Low- 
est. 


^ 


Grofls Drofit 


21.28 

0.08 
2.16 
7.61 


20.85 

14.04 

5.15 

12.52 


10.80 

&83 
2.05 
6.07 


20.87 

12.30 

4.74 

13.10 


a. 23 

&83 
1.70 
4.66 


2&21 

15.10 

4.64 

11.28 


21.44 

8.03 
2L51 
8 31 


26.47 


Operating expenaea: 

Yard 


11.03 


Oeneral office. 


3.61 


Net profit 


11.53 







It should be made clear that the variations noted apply to the 
average costs and returns shown by different companies and derived 
from the combined operations of their yards. Variations between 
different yards cover much wider extremes. During the course of 
the study yards were noted operating at a loss, wmie exceptional 
returns were as high as 35 per cent. 

Subdividing the operating costs in various years affords the fol- 
lowing comparison: 

Table 12. — Distribution of expense in ihovsandfeet and per cent. 





1012 


1913 


1914 


1915 


Average. 




Per 
thou- 
sand 
feet. 


Per 
cent. 


Per 

thou- 
sand 
feet. 


Per 
cent. 


Per 
thou- 
sand 
feet. 


Per 
cent. 


Per 
thou- 
sand 
feet. 


Per 
cent. 


Per 
thou- 
sand 
feet. 


Per 
cent. 


Yard: 

Salaries 


$L34 
.46 
.32 
.06 
.10 
.02 

.35 
.73 


3L38 

10.77 

7.49 

1.41 

2.54 

.47 

&20 
17.10 


$L30 
.44 
.32 
.07 
.07 
.02 

.31 
.82 


80.37 

10.28 

7.47 

L64 

L64 

.47 

7.24 
19.16 


$L82 
.46 
.33 
.07 
.09 
.03 

.30 
.90 


29.86 

ia42 

7.46 

L58 

2.04 

.68 

6.79 
20.36 


11.20 
.41 
.28 
.06 
.09 
.02 

.31 

.65 


80.85 

10.54 

7.20 

L54 

2.81 

.52 

7.97 
16.71 


81.29 
.44 
.82 
.06 
.09 
.02 

.82 
.79 


20,42 


Labor and teaming 

Insurance, taxes, and rent . 

Repairs and renewals 

Loss accounts 


lass 

7.65 
L43 
2.13 


Office supplies 


.47 


Depreciation on equip- 
ment 


7.65 




18.68 






Total 


3.38 


79.16 


3.35 


78.27 


3.50 


79.19 


3.02 


77.64 


3.33 


78.64 






Oeneral office: 

Managerial salaries 

Clerical 


.18 
.23 

.31 
.06 
.13 


3.96 
5.15 

7.26 
L41 
3.04 


.16 
.24 

.31 
.05 
.17 


3.74 
5.61 

7.24 
L17 
8.97 


.14 
.25 

.29 
.05 
.19 


8.17 
5.65 

6.56 
L17 
4.30 


.17 

.21 

.30 
.06 
.13 


4.87 
6.40 

7.71 
L54 
3.84 


.16 
.24 

.30 
.05 
.16 


8.77 
6.66 


Auditing salaries and ex- 
penses 


7.06 


Rent 


1.18 


Mf ifcellaneoiLS 


8.77 






Total...: 


.91 


20.84 


.S3 


2L73 


.92 


20.81 


.87 


22.36 


.91 


2L4ft 






Total operating expenses. 


4.29 


100.00 


4.28 


loaoc 


4.42 


loaoo 


3.89 


100.00 


4.24 


100.00 



The average annual net profit realized^ expressed as a percentage 
of the investment, is shown below: 

Per cent. 

1912 13.10 

1913 11.45 

1914 11.98 

1915 14.50 



Average 12. 53 
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The average yard investment in the 1,270 annual operations 
extending over a period of four years was $22,397.37, distributed 
as follows: 



Item. 




Merchandise investment 

Outstanding accounts 

Real estate, improvements, and eqmpment. 



Total iBvestment. 



S8,824.18 
8,929.13 
4,644.06 



22,997.37 



Per cent 
of total 
invest- 
ment. 



39.40 
80.87 
20.78 



100.00 



The yards studied carried an exceptionaDy heavy burden in out- 
standing accounts, which averaged as follows for the different years: 

Per cent 
of sales. 

1912 30.40 

1913 31. 39 

1914 31.45 

1915 29.03 



Average 30.72 

This average is 7.64 per cent greater than the outstandinjg accounts 
carried by dealers in Kansas, Oklahoma, and Missouri, possibly 
because Minnesota and the Dakotas are a one-crop country with an 
absence of diversified farming and farm receipts in different portions 
of the year. 

The approximate of stock turnover was as follows: 



Year. 


Mini- 
mum 
rate. 


Maxi- 
mum 
rate. 


Average 
rate. 


1912., 


1.75 
1.80 
1.69 
2.29 


2.94 
4.05 
4.21 
3.89 


2.18 


1913 


2.64 


1914 


2.69 


1915 


2.81 






Averai?e 


1.88 


3.77 


2.53 







Table 13. — Average costs of retail distribution shown by 17 S annual operations in Iowa 

and Nebraska. 

[Basis: 1912, 3 companies, 34 yards; 1913, 3 companies, 34 yards; 1914, 4 companies, 83 yards; 1915, 2 com- 

pames, 22 yards.) 



Item. 



Investment. 

Sales 

Gross profit. 



operating expense: 

Yard operating expense, 
(jenerai office expense . . 



Total opotiting expense 

Net operating profit 

Intereflt on investment, at 6 per cent 

Ket profit over and above intorest on investment. 



Average 

costs per 

yard in 

dollars, 

total 

business. 



121,915.63 

28,777.a5 

6,593.99 



Average 
prorated 
costs per 
M feet b. 
m., lum- 
ber only. 



S31.29 
7.17 



Averagel 
costs ex- 
pressed 
in per 
cent J total 
busuiess. 



22.91 



3,093.87 
892.11 



3,985.98 
2,608.01 
1,314.94 
1,293.07 



3.36 
.97 



4.33 
2.84 
1.43 
1.41 



ia75 
3.10 



13.86 

19.06 

4.57 

4.49 



1 Equivalent to 11.9 per cent interest on investment. 
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LINK YARDS IN IOWA. AND NBBBASKA. 



The number of annual operations from which the averages for tiiis 
region are compiled are small in comparison with those to the north 
and south; and this fact should be considered in making any compari- 
sons. The different items have therefore not been extended m as 
much detail as for the other groups, but final averages are given in 
Table 13. 

In this section a number of the companies also handle ^rain on 
which the gross margin is very small^ but this item was eliminated 
from the calculatioti. The yearly variations were as follows: 



Y«ir. 


AT6ra|^6 fpro6B 

profit, 


ATerage operating 
expense. 


Average net profit. 


Per cent 
of sales. 


Per thou- 
sand feet. 


Per cent 
of sales. 


Per thou- 
sand feet. 


Percent 
on sales. 


Per thou- 
sand ftot. 


1912 


25.36 
23.44 
21.40 
24.52 


•7.97 
7.50 
6.75 
7.41 


12.79 
14.54 
13.81 
14.97 


S4.02 
4.65 
4.35 
4.52 


12.57 
8.9 
7.59 
9.56 


13.95 


1913 


2.85 


1914 


2.40 


1915 


2.89 






Avore^ ............................ 


22.91 


7.17 


13.86 


4.33 


9.06 


2.84 







It will be noted that the gross profits obtained were greatest in 
1912 and 1915, years in which the merchandise appreciated in value 
over the inventory on account of increases in tne wholesale price. 
In 1912 this appreciation was 78 cents per thousand feet. The gross 
profit actually obtained from sales was $7.19 per thousand feet, the 
equivalent of 22.86 per cent. The rest was due to aj)preciation in the 
value of stock. Similarly in 1915, a year during wnich the wholesale 
market strengthened materially, the gross pront averaged 24.52 per 
cent, or $7.41, whereas the actual margin on sales amounted to $7.37 
per thousand feet. In 1913 and 1914, years of the lowest gross 
profit, the margins on sales exceeded the percentages given but were 
reduced by the depreciation in value shown by inventories. In 1914, 
for example, the gross profit actually obtained from sales was $7.68 
per thousand feet, or 24.35 per cent; but when the average depreci- 
ation of 92 cents per thousand on inventory was covered, the margin 
was reduced to the lowest of the period, 21.4 per cent, or $6.75 per 
thousand feet. 

For the 173 annual operations the average investment of $21,915.63 
was distributed as follows: 



Item. 



Merchandise 

Outstanding accounts 

Beal estate f improvements, and equipment 

Total investment 



Value. 



16,309.51 
7,409.67 
8,196.45 



21,915.68 



Per cent 
of total 
invest- 
ment. 



28.79 
33.81 
37.40 



100.00 



It will be noted that the percentage represented by real estate and 
improvements is considerably higher than in the Minnesota and 
DaKota region, owing to the fact that a greater proportion of the 
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yards Tisited owned tbeir pr(^;)erty and were not oa railroad rights 
of way as ia the Northwest. 

Outstanding accounts carried by the different Gompanies varied 
from 12.2 per cent of the sales in nch agricultural regions to as high 
as 53.94 per cent in the one crop and grazing sections in the western 
portion of the territory. The average of the period for all yards was 
24.54 per cent of the sales. The average rate of stock turn approxi- 
mated 2.62 times. 

IINX YAADS IN MIS80UBI, OKLAHOMA^ AND KANSAS. 

The average costs of distribution at the yards studied in ihese 
States are shown in Table 14. The volume of sales per yard in this 
region shows an annual decrease during the three years for which 
data were obtained, while the entire statement shows less prosperous 
trade conditions than in the two regions already discussed. The 
costs of merchandising were the highest of aU thie sections studied 
and the net profits the lowest. Oklahoma is distinctly the line yard 
State of the group and 75 per cent of its yards are line organiza- 
tions. Missouri has the least number of line yards of the three 
States, the proportion being approximately 40 per cent of Une yards 
to 60 per cent of individual yards. 

Table 14. — Average costs of retail lumber distribiUion as shown hy 1^000 annual yard 
operations of Vme yard* in Missouri, Kansas, and OHahoma. 

[Basis: 1912, 10 companies, 942 yards; 1913, 8 compaiiles, 302 yards; 1914, 11 oompanies, 356 yards.] 



Account statement. 



Total investment 

Total net sales. 

Gross profit 

Operating expense: 
^ard- 

Salarles 

Labor and teaming 

Insurance, taxes, and rent . . 

Bepairs and renewals 

Loss accounts 

Office snppUes 

Depreciation on equipment. 

Miscellaneous 



Total yard expense. 



Geoeral office- 
Management salaries 

Clerical salaries 

Auditor's or superlntendant's salary and traveling expense. 

Rent actually paid 

Miscellaneous 



Total general office expense. 



Total operating expense 

Net operating prout 

Interest on investment at 6 per cent « 

Net profit over and above interest on investment at 6 per cent . 
Number oX times stock turned annually (approximate) 



Average 
costs x>er 
yard in 
dollars, 
total busi- 
ness, an- 
nual. 



120,610.59 
21,853. 81 
5,198.67 



944.84 

703.13 

360.08 

36.42 

9L93 

42.00 

191. 79 

566.85 



Average 
prorated 
costs per 
thousand 
feet b. m., 
lumber 
only 



2,937.04 



214. 41 
190.65 
105.85 
53.40 
165. 31 



729.52 



SB 



■AJiB 



3,666.56 

1,532.01 

1,236.64 

295.37 

L29 



$29.73 
7.07 



1.29 

.96 
.49 
.05 
.13 
.06 
.26 
.76 



4.00 



. 29 
.26 
.14 
.07 
.23 



Average 

expense 

expressed 

inner 

cent of 

sales, 

total busf> 

ness. 



23.79 



4.32 

3.22 

1.66 

.17 

.42 

.19 

.88 

2.59 



13.44 



.98 
.87 

.24 

.76 



.99 



3.33 



4.99 

2.08 

1.68 

.40 



16.77 

17.02 

5.66 

1.36 



> EqiiiviBlent to 7.43 per cent aa investmeatr. 
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The yearly minimum and maximum values shown by the compsr- 
nies studied were as follows for gross profits, net operatmg expenses, 
and net operating profits: 







Percent of sales. 




Item. 


1912 


1913 


1914 




Lowest. 


Highest. 


Lowest. 


Highest. 


Lowest. 


U|gh0rt^ 


Gross profit 


20.14 
12.84 
12.23 


31.58 
19.20 
15.20 


19.00 

15.34 

.41 


27.31 

19.49 

9.14 


18.18 

14.66 

1.43 


aaffr 


Opemuni; expeiisos 


22.9 


Net profit 


1&41 







1 Loss. 

Ill the three-year period covered the average net profit was 7.02 
per cent on sales, or $2.08 per thousand feet. 

These figures represent a net gain for the three-year period of 
7.43 per cent on tne investment. The variation in eammgs (per 
cent of investment) during the years studied was as follows: 

Peirosnt* 

1912 10.07 

1913 5.00 

1914 6.96 

The average yard investment in this section was $20,610.59, 
distributed as follows: 



Item. 



Merchanfltee 

Outstanding accounts 

Real estate, personal property, and improvements 

Total investment 



Value. 



$9,023.75 
6,043.63 
6,543.21 



20,610.59 



Percent 

of total 

invest- 

ment. 



43. 7B 
34.47 
3L75 



100.09 



The outstanding accounts were 24.47 per cent of the investment, 
equivalent to 23.08 per cent of the sales. Outstanding accounts in 
this region varied from year to year, as follows: 



Item. 


Per cent of sates. 


1912 


1913 


1914 


Minimum 


19.55 
28.23 
25.34 


17.42 
24.96 
20.78 


18.13 


Maximum 


30137 


A verace '. 


22.88 







The average turnover shown by different companies in this region 
varied from 1.29 times to 3.08 times a year. 



SUMMARY DP LINE-YARD TRADE. 



In Table 15 the data from the three regional groups of line yards 
have been averaged. This is not a mathematical average since each 
section has been given equal weight instead of being proportioned to 
the volume of business represented. 
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Table 15. — RecapUulaiion of average cotU of retail lumber distribution as determined 
from t,44S annual yard operations of line yards in Minnesota, North and South Dakota^ 
Jowa, Nehrashiy Kansas, Missouri, ana Oklahoma during the period 1912-1915^ 
inclusive. 



Aooount statement. 



Investment 

Net sales 

Gross profit 

Operating ex]>ense: 
Yard operating — 

Salaries 

Labor and teaming 

Insoranoe, taxes, and rent 

Repairs imd renewals 

Loss accounts 4 

Office supplies 

Depreciatibn (m equipment 

liiscellaneous expense 

Total yard expense 

General office exx)6nse— 

Management salaries 

Clerical salaries 

Auditor's or superintendent's salary and traveling expense 

Roit actually paid .- 

lusoellaneous expense '. 

Total general office expense 

Total operating e^nwnse 

Net t>ptfating profit 

Interest on investment at 6 per cent 

Ket profit over and above interest on investment at 6 per cent 



Average 

costs per 

yard m 

dollars. 

total 

business, 

annual. 



121,641.20 

26,565.29 

6, 179. 40 



1,112.39 

551.71 

329.36 

50.76 

»V37 

31.24 

253.89 

673.86 



Average 

prorated 

costs per 

thousand 

feet board 

measure 

lumber 

only. 



$30.75 
7.16 



1.30 
.65 
.38 
.06 
.10 
.04 
.30 
.79 



3,092.54 



3.62 



136.74 
211.83 
209.90 
53.48 
159.74 



.16 
.25 
.24 
.06 
.19 



Average 

expense 

expressed 

in per 
cent of 

sales, 

total 
business. 



S23.26 



4.19 

2.08 

1.24 

.20 

.33 

.12 

.95 

2.53 



11.64 



.52 
.80 
.79 
.20 
.60 



771.69 



.90 



2.91 



3,864.23 
2,315.17 
1,298.47 
1,016.70 



4.52 
2.64 
1.50 
1.14 



14.55 

18.71 

4.89 

3.82 



1 Eqmvalent to 10.71 per cent net gain on investment. 

Note.— This table is based on the average yards as determined for the three 
North and South Dakota; (2) Iowa and Nebraska; and (3) Kansas, Oklaho]^, and M 
was given equal weight in the averages shown above. 



ns (1) Minnesota, 
uri. Each region 



From this table it will be noted that the average investment shown 
for rural or country town yards operated by line yard companies is 
$21,641.20, with average yearly sales of $26,565.29. The average 
gross margin is $6,179.40, or 23.26 per cent of the net sales. On a 
pro rata basis, this is equivalent to a gross margin on lumber of $7.16 
per thousand feet. The average operating cost shown is $3,864.23 
per yard, or 14^ per cent of the sales, with a net operating profit of 
$2,315.17 per yard, or 8.7 per cent of the sales. Tnis is equivalent, 
to an average net return on the investment of 10.7 per cent. Applied 
to lumber on a proportional basis these figures amount to an operating 
expense of $4.50 per thousand feet, and a net profit of $2.65 per 
thousand feet. Of the operating expense of $4.50 per thousand feet, 
$S«55 is incurred at the yard and 95 cents at the general ofiice. 
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A comparison of the eesentiat factors of coat in the three regions 
10 giren below: 

Table 16 — Average factors of cost in thrie regional groups of line yards. 



lUm, 



Investinezit 

Nctsajes 

Gross pro J9t 

Operating expense: 

Yard operations 

General office 

Total 

Ket operating profit 

Interest on investment . .*. per cent 



Average per yard, in dollars. 



Minnesota. 

South 
Dakota, 

North 
Dakota. 



t22, 3117.37 

29,06S.22 

0,745.63 



3,097.56 
842.80 



3,940.14 



2,809.49 
12.53 






Iowa. 
Nebraska. 



$21,015.63 

28,777.88 

6,803. 90 



Missouri, 

Oklahoma, 

Kansas. 



m«lOuG0 

2^882.81 

5,198.57 



3,093v87 
892:11 



3,985.98 



2,008.01 
11.9 



2,937.04 
720.53 



3,666.66 



1,532.01 
7.48 



Item. 



Per 

thousand. 



Ket sales 

Gross profit.. 

Operating exp^ise: 

Yard operations. 

General ofiQcc . . . 



Total. 



Net operating profit. 



Average per thousand feet and per cent of sales. 



Minnesota and 
Dakotas. 



131.24 
7.25 

3.33 
.01 



4.24 



8.01 



Per c6nt 



23.21 

10.66 
2.00 



Iowa and Ne> 
braska. 



Per 
thousand. ^^ ^"*' 



131.20 
7.17 

3.36 
.07 



13.56 



4.33 



9.65 



2.84 



22.01 

10.75 
3.10 



13.85 



Missoorl. Olclatio- 
Bta, and Kansas. 



Per 
thousand, 



829.73 

7.07 

4.00 
.00 



4.09 



0.06 



3.8» 



Per cent. 



23.79 

13. 4« 
3.38 



16.77 



7.09 



Distribution of average investment. 



Item. 

Uerehandfse 

gutstanding accounts 
eal estate, improvements, and equipment 

Total 



Avera^ 
value. 



88,052.48 
7, 127. 48 
6,461.24 



21,641.20 



Per oeAt 

distribu- 

tk>ii. 



87. 2f 
32.03 
20.86 



100.00 



Percent 
of sales. 



2&88 
24.32 



8L4A 



^ It will be noted that the average operating cost per yard is very 
similar in each section. This fact reflects furtner the effect of volume 
of business upon costs reduced to a thousand-foot or percentage 
basis. 

Individual Yaeds. 

The distinction between individual yards and line yards has been 
made clear. Sufficient time for an extensive personal examination 
of the cost records of individual dealers in small towns was not 
available and the figures given below are based upon reports received 
by mail. The cost records submitted in a lar^e number of cases 
were not complete or comparable^ consequent^ only those were 
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used which were more complete and ctear as to the maimer in which 
costs were figured. Reports from 88 different ;^ards were used, and 
their costs based on the business transacted during 1914» 

Seventy per cent of the yards were in towna having a population 
ol less tKan 3,000, and 50 per cent of the yarda were located in the 
States of ibidiana, Illinois, and Wiaconsm, where the indiyidual 
yard is predominant in p<Hnt of numbers. The r^nainder were 
scattered throughout Missouri, Kansas, Oklahoma, Iowa, Nebraska, 
Mionesota, and the Dakotas. Loeaticms were included at 8 towns 
haviQg a population in excess of 25,000, the largest being 90,000. 
It win be appar^it, therefore, that the average volume oi trade of 
these 88 maepeRdeDit dealers, $46,654 per yard, exceeds the average 
foryards in towns of less than 2,500 innabitants. 

while %he individual dealers in large towns are ordinarily close 
buyers, those in the sanaller and more remote towns who can not 
keep in close touch with mill and mai^et prices do not, as a rule, 
buy to as great advantage as the line yards, whose stock is purchased 
in large quantities by expert buyers thoroughly familiar with market 
eanditi<His. Furthermore, line yards effect every possible economy 
in discounting bilb, obtaining low insurance rates, close adjustment 
of claims, etc., for which they have a stroo^ and ^cient organiza- 
tion. The line yards, as a rule, by buying m large amounts, escape 
the customary extra charge of 50 cents per thousand feet for mixed 
cars. 

On the other hand, the individual dealer in a smalt town does not 
carry the ovwhead expense of a general c^ce, which, it has been 
shown, amounts to approximately 3 per cent of the sales, or 90 cents 
per thousand feet on the lumber nandled. Whether or not econmies 
^ected by the general office of a line of yards more than offset its 
cost of maintenance and the salaries of its executives, it is impossible 
to say. AD conditions beiu^ equal, there appears to be no reason 
why the individual dealer who allows himseff a salary comparable 
to that of a line-yard manager can not operate as cheaply or evesx 
more cheaply if the sam^e abOitv is appUea to his business. 

As between the two types ot organization, the indefinite personal 
factor is in favor of the individual dealer. This is generally admitted 
by line yard men and fa evidenced by the policy followed by some 
companies of giving tJieir local manager part interest in the yard. 
The direct dSeet of this factor upon costs lies in th» interest and 
attention given tiie yard business and the increased voltune of trade 
which the independent business man is often able to obtain over the 
man hired by an outside corporation. The extent to which this 
advantage is utilized, of course, depends upon the personality and 
business ability of the individual dealer. 

Gro^ prtyflt. — ^The gross profit shown by the returns from 88 indi- 
vidual yards ranged Som a minimum of 12 per cent to a maximum 
of 40 per cent of the sales. The returns frc»n over 60 per cent of the 
total number of yards, however, fell betwe«ft 18 and 25 per cent. 
The average based on tne total volume of business was 20.17 per cent 
of the salS. Considering the great variatK)i» in the types of yards 
included, however, this average should not be given great weight. 

Operating costs, — ^The total operating expenses reported centeied 
between 12 and 15 per cent, the average volume of busiaess amount- 
ing to $47,177. A great range in the annual volume of business 
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transacted per yard was shown, the minimum being $11,000 and the 
maximxun $184,000. 

Net 2)rq/i<.— Great variation was shown likewise in the net profit 
reahzed by the various yards, ranging from a loss to a gain of 16 per 
cent — in one case to a gain of 25 per cent of the vomme of sates. 
The average for the 88 companies was 7.31 per cent of the sales, 
which was equivalent to a net return on the reported investment oi 
7.46 per cent. 

Fabmxbs' Stock Cokpanibs. 

Stock companies engaged in the retail distribution of linnber in the 
Middle West are restricted xmiformlv to the coimtry districts. These 
companies are commonly called ''Farmers' cooperative companies," 
whether operated on a strictly cooperative basis or as a straignt stock 
company m which profits are distributed according to the stock held. 
Both tjpes of companies were studied. It was found that with few 
exceptions their stated objects are similar, in that they endeavor 
to operate on a low margin which will yield a fair return on the capi- 
tal invested and a small surplus to cover the hazards of the business. 
These companies, particulany the strictly cooperative organizations, 
sell for the farmer as well as to him, endeavoring to obtain better 
prices for the farmer's products and lower prices for the merchandise 
which he consumes. Grain is the largest smgle product marketed for 
the farmer. 

Approximately 10 per cent of the fanners' companies in the Middle 
West nandle lumber. In most cases it is carried as part of the general 
stock and forms a relatively small percentage of the total business 
conducted, although some companies restrict tJiemselves to a lumber 
an4 building supply business and were, an fact, organized for that 
purpose. During tne past 10 years there has been a phenomenal 
mcrease in certain regions of the Middle West in the number of farm- 
ers' cooperative companies which retail lumber. From inquiries 
sent to over 3,000 companies it appears that the number in 1915 was 
over five times that in 1910. This, however, does not take into con- 
sideration the failures since 1910, which it was impossible to de- 
termiae. 

The return which these companies seek on the capital invested 
varies, but commonly ranges from 6 to 10 per cent. The results 
actually obtaiaed in business practice likewise are subject to wide 
variations, depending upon the abihty and personality of the manager 
employed, the support given the company by local farmers, the abihty 
of the members to keep the oi^anization on a strictly cooperative 
basis, and the intensity of the competition which the company en- 
counters. As a rule, the benefits of the low prices at which these 
companies sell are shared by the community, siace few of them 
restrict their sales to their own members. The total membership 
of these companies in the Middle West, based on figures obtaiaed from 
secretaries of various State cooperative associations, is approximately 
400,000. In Iowa, the center of the movement, the average mem- 
bership per company is 135; in the other States it ranges from 80 to 
120. Individual companies range from as low as 11 to over 300 
members. 

The data obtained on the financial operations of the farmers' com- 
panies handliag lumber were limited, aue to the fact that very few 
of the companies visited kept their accoimts ia a condensed and sys- 
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tematic manner whereby their operation could be clearly analyzed 
without prolonged investigation. The figures presented are not 
based on a sufficient number of companies U> warrant a general aver- 
age or to be regarded as conclusive. They are given merely as indic- 
ative of the costs of distributing limiber through these organizations. 

Gross projits.— The average volume of business transacted by the 
farmers' companies which were studied was found to be considerably 
larger than at regular retail lumber vards in the country districts. 
This was true of the companies whicn did not handle grain as well 
as of those which did. Wnere grain was handled, the annual volume 
of business was imiformly high, and the low gross margin on which 
it was conducted caused the profit on lumber or any other class of 
merchandise to lose its identity in the records. Lumber in some 
cases formed less than 15 "per cent of the total sales, and the average 
gross profit showed a margin of less than the cost of handling lumoer 
alone. The figures must, therefore, be considered for the Dusiness 
as a whole and not as applicable to lumber or any other one com- 
modity. 

For the companies studied which are not engaged in handling 
grain the average gross profit on the yearly business centered between 
12 and 15 per cent of the sales, which averaged $52,000 per company in 
1914. This volume of business was low compared with that of 
companies handling grain. These made a gross profit ranging 
from 3.16 to 10.89 per cent in 1914 on a business averagiiig $206,000. 
As already noted, lumber formed a relatively small portion of their 
sales. 

In the selling of lumber it was found that on wagon trade a gross 
margin of 15 or 20 per cent above cost in the yard was aimed at, 
while on bUl sales and estimates a gross margm ranging from 10 
to 15 per cent was figured. Several companies were foimd which 
if necessary sold estimates on a margin as low as 5 per cent. The 
residt was that lumber sales were often made at a price less than 
the cost of the material plus the actual operating costs equitably 
borne by liunber, losses being covered by profits from grain or other 
commodities which were not handled on so close a margin. One 
weakness noted in the farmers' companies was a failure to maintain 
standard or modem accoimting systems whereby gross margins on 
the different classes of merchandise or even upon the business as a 
whole could be established. 

Operating costs. — ^The farmers' cooperative yard in point of invest- 
ment and current costs is comparable with an individual or line 
yard excepting where grain is handled, in which case the invest- 
ment is increased by the cost of the elevator and handling the grain 
business. The actual cost of selling and handhng lumber through 
a farmers' cooperative vard is no greater or less than through an 
individual or line yard comparable in efficiency and volume of 
business. With equal efficiency the cheaper costs per thousand feet 
will lie with the company having the greatest volume of lumber sales. 

To say that the average volume of lumber sales by farmers' yards 
is greater or less than the average volume handled by individual or 
line yards is not warranted by the data at hand. Furthermore, 
such a comparison woidd not be conclusive as to the possibilities of 
cheaper merchandising. The volume of trade is dependent primarily 
upon local conditions as to competition and demand for lumber and 
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not upoa the type of organization, although the latter may iaflueince 
the degree of cc^opetition. In actual practice in the country trade 
the yolume consideration applies to the total aales of aU merchan* 
diae^ since the greater the soles the lees the fixed charge agaia&t 
eadok dollar of m^chandise handled* The GooperatiTe companies 
handling grain benefit from the inci^ased volume of business carried 
bj their investments and are able to handle lumber and side lines at 
a less fixed charge per dollar of TBhie. The same result has been 
obtained by r^ular lumber dealers* One dealer increased hm 
gross i»rofits in 1&15 $8,000 by adding grain to his bu^neas. The 

Erincipal difficulty , however , in combinmg the two classes of business 
as been inability to obtain managers who are proficient in both 
grain and lumber merchandising. 

The handling of ^ain does not iuciease the investment in projior- 
tion to the increase m. the volume of sales. For example, the av^ra^e 
investment of six cooperative companies handling gram was approxi- 
mately $45,000. With yearly sales averaging $200,000 per eompany, 
this was only 23 per cent of the sales. In the case of the line jards 
given in Table 15, the investment is 87 per cent of the annual sales. 
The average operating costs per yard were approximately $6^500, as 
against $3^864 for theline yards. The direct effect of tibe gram sales, 
therefore, is to increase the volume of business with a relative redue* 
tion in operating expenses. 

The operating expenses of these companies ranged from 2 to ft 
p^ cent of their sales. The lowest volume of sales shown bv any 
one company was $113,400 and the highest was $291,366. Owing 
to the low cost of handling grain, it would be manifestly wrong to 
a>ssimie that a lumber business could be operated on a margin 
approaching the above percentagesw In the case of cooperative 
c(»npanies or farmers' stock companies handling lumber ana build- 
ing supplies exclusively, the operating expense centered around 10 

Ser cent of the sales, which av^age $52,315 per c(xnpany, althou^ 
ata were not obtained from a sufficient numb^ of such companies 
to make this fig^p^ retiable. 

Net profit. — The net profit shown by the companies studied was 
subject to great variation. In the case of companies which did 
not handle grain, the net gain on the investment was with one excep- 
tion less than 6 per c^it. The range was from 2.8 per cent to 5.3 
per cent, with one company showing a return of 6.8 per cent. The 
average investment of these companies was approximately $34,000. 
Considerably higher profits were shown by the companies han- 
dling grain in addition to lumber and other products. For these com- 
pames^ the return on the investment ranged from 5.7 per cent to 
15.1 per cent, the maiority centering around 10 per c^it. Two of 
the companies showed a hi^er rate of gain than organizations of 
their type ordinarily figure upon. 

VOLUME OF BUSINESS AS A COST FACTOR. 

The volume of lumber and other merchandise which a retail yard 
handles monthly or yearly is an important factor in operating cost. 
This is due to the fixed charges incident to the business, which must 
be met regardless of the amount of lumber sold. Consequently the 
smaller the volume of sales, either in dollars or quantity, the mgher 
the cost of scaling per dollar or per thousand feet. These &ed 
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ebarges are dBtermmed within broad limits by the type of the busiaeas* 
The data collected show that on the avera ge the total coat ol operat- 
ing country yards throughout the Middle West varied but little as 
between the three sections, but that the average volume of business 
transacted directly affected tiie unit cost of merchandising. In 
other words, broad conditions were quite similar and the average 
fixed charge did not vary greatly. 

In order to ascertain the approximate relation between costs, 
expressed ia pere^ita&;o of sales and per thousand feet, and the 
volume of biis^esB tr^acted, the aperVting costa shown by single 
yards and groups of yar<b were platted <m.\ cross-section sheet in 
relation to their volume of business, and a curve drawn to represent 
an average of the pohits thus established. Tliis curve is shown in 
figure 1. It is based on averages derived from the actual opera- 
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COST f>e^ c£/vT OF SAi.es 



Fm. 1.— A-versge cost of doing retail Inmber business in per cent of sales in relation to annual volume of 
business traimeted. Averages oooipaled from actual operation of line yards in tbe Middle West. 

tions of Ene yards throughout the Middle West, and represents the 
average costs shown by a great number of yards. Single yard costa 
natm'aBy vary greatly from these average figures^j although the 
majority follow the line of the curve quite closely. This diagram 
brings out graphically the effect of the volume of business upon the 
cost of retail lumber distribution in the rural trade, where fixed 
charges are broadly similar and in which over 50 per cent of the 
lomlfe sold at retad is consumed. 

The average operating cost expressed as a percentage of the sales 
is directly indicated by the intersection of the curve and the vertical 
and horizontal lines representing the volume of sales and the cost 
pea* cent respectively. With sdes of $40,000 annually the curve 
mdicates an operating expense of between 11 and 12 per cent, but 
as the volxmie of sales decreases operating costs increase. The 
curve indicates that when sales total $10,000 or less operating costs 
exceed 23 per cent* 

The same relation may be worked out readily by using an average 
selling price and applying the values shown by figure 24. This has 
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been done in Table 17, in which an average selling price of $30.75 
per thousand feet, determined from the operations on which the 
^urve is based, has been used. 

Table 17. — Operating costs. 



Total 
ial68. 


Cost of merchan- 
dising. 


2fi! 


Cost of merchan- 
dising. 


Percent 
of sales. 


Per thou- 
sand feet 
oflnm* 
her. 


Percent 
of sales. 


Per thou- 
sand feet 
of lum- 
ber. 


$41,400 
84,400 
29,600 
36, (KX) 
33,000 
30,800 
18,700 
16,800 
16,300 
13,700 


11 
13 
18 
14 
16 
16 
17 
18 
10 
20 


$3.38 
3.60 
4.00 
4.31 
4.61 
4.02 
6.23 
6.64 
6.84 
6.15 


113,800 
11,200 
10,200 
0,600 
8,700 
7,900 
7j300 
7,000 
6,600 
6,400 


21 
S3 
33 

34 
25 
36 
37 
28 
20 
30 


16.46 
6.77 
7.07 
7.38 
7.60 
8.00 
8.30 
8.61. 
8.92 
0.23 



The volumes of trade shown by city and country yards are not 
comparable, since the average values throughout are different. The 
average city yard handles many times the volume of the average 
country yard, but at a greater cost due to the added service rendered 
and the proportionally greater charge for labor, real estate, taxes, 
insurance, etc. Nevertheless, volume is an equaUy important factor 
in city yards. In figure 2 the relation of volume of trade to operat- 
ing costs for a period of years is shown for a large city yard. It will 
be noted that since 1910 the volume of sales has fallen off practically 
50 per cent, while the total operating expenses have been reduced 
only 43 per cent. This figure also shows graphically the gradual 
increase m distributing costs since 1902. The effect of vomme of 
trade on the average monthly operating costs is much more marked 
than in the case of the average costs of the yearns business. 

The effect of volume of business upon operating costs per uaiit of 
merchandise sold appears to be more marked in tne case of country 
than city yards. This is due primarily to the fact that more han- 
dling of lumber is necessary at city yards, where one of the most im- 
portant items of cost is labor and teaming. 

A large percentage of the country yards, furthermore, are one- 
man enterprises and their expenses are reduced to the minimum at 
which a vard may be operated. In the city yards an increased 
volume of business means additional outlays for labor and teaming, 
which may not be incurred at coimtry yards, where comparative^ 
little lumber is dehvered and where an increased volimie of trade up 
to a given point can be handled with sUght or no increase in the yard 
force. 

This problem of securing a sufficient volume of sales makes it 
necessary for the retail lumber dealer in the smaller towns to carry 
a large variety of building materials. A majority of them believe 
that they could not conduct a profitable business in lumber products 
alone; a sufficient volume of trade is not available. 
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The average annual sales per yard in rural trade, shown in Table 15, 
amount to S26,565, of whicn approximately 55 per cent, or $15,000, 
is of lumber and lumber products. Using the average aeUing price 
of J30.75, this is equivalent to approximately 488,000 feet. Tha 




average operating expense per yard amounts to $3,864 and the 
investment to $21,641. If the average yard attempted to handle 
lumber and lumber products only, its operating expenses could be 
reduced but sUghtly. If the average opcratii^ expense could be 
reduced to $3,500 and the average investment to $15,000 by de- 



48 



DfftTMBUTION OF SOFTWOOD LUXSEB llSl MnM>LE WEStT. 



ateBwag the stock and outstandiiig seoo^iiits^ the campexiamk would 
stand approximately as f oSowb : 



Item. 



InfwitiiHfit 

Interest, at 6 percent... 

Operating expenses 

Margin required to earn 6 per cent aa lave8tni«nt 

S afes in f e»t, 488 ,(100. 

MaFctn iiMJuirsd yer 1,600 foex! 

Operanng > 

Profit 

Total gross margin required per 1,000 ieet . . 



Lumber 
exdus- 



StS,tN)0.00 
900.00 

s,fleo.oo 

4,400.00 



7.18 
1.B4 



9.03 



and side 
lines, baaed 
on Table 12. 



$31,641.00 
1,298.4§ 
3,864.20 
£,162.80 



4.4f 

l.fiO 



5. or 



This comparison is necessarily approximate but is believed to be 
a conservative illustration. From a saerehuHiiang standpoint the 
significant feature is that to retail lumber exclusively in country 
dStricts the average dealer would have to operate on a gross margin 
approximately 93 pear tboussrad feet high^ than at present in ordeir 
to realze 6 per cent on his investment unless his yearlj] sales of 
lumber ooula be mat^ally increased* This higher margin would 
necessarily have to be obtained by a eorres^onding increase in the 
sdOing price of lumber. 

The effect of the number of yards at a distributing point upon 
operating costs and the priees whidi the dealws must char^ for 
liumber in order to make fair returns is suggested by this discussion. 
This is a large and complicated question, involving the economy of 
competition on one hand and its individual and pttblic benefits on 
the other. The subject can only be touched upon briefly, by point- 
ing out the existing situation m retail lumber distribution m the 
region covered. That there are more retail himber ^rards tl^yx 
necessary to serve the pubhc and yet maintain competitive trade 
there can be httle doubt. That a less number of yards could handki 
the business more cheaply by transacting a larger ave r age volume 
hkewise seems clear. 

These statements, however, necessarily need amplifying. At 
many points there is only a reasonable number of yards and a fair 
volume of business is available. On the other hand, there is a larger 
nmmbeop of points at which there are more yards than are necessary 
or toBtified by the demand to be supplied, TMs is true of cities as 
well as towns and villages. Replies from 608 dealers throughou;t 
the 1 1 States showed that an average of over 40 per cent more busi- 
ness could be transacted with thar present investments if it were 
available. Accepting these estimates as faix^ retail plants, con- 
sidered broadly, are operating at only a httle more than 50 pcxr cent 
of their capacity. 

Table 4 shows that the Middle West has a retail yard for every 
2,185 inhabitants. This figure merefy indicates the situation in a 
broad way. In country towns of 2,500 pojmlation and less there is 
a yard for every 1,470 inhabitants. At larger points the ratio of 
population to yards increases imtil in cities of over 100,000 it stands 
at one yard to every 13,912 people. In order to exist, city yards 
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must handle a much larger volume than country yards; hence the 
different classes of trade are not directly comparaole. For each city 
or distributing point there is a given volume of potential business, 
and the larger tne number of yards the smaller the average volume 
of business per vard. The result is a greater charge against each 
dollar's worth of business. Throughout the country districts there 
are many small points at which there are two or more yards where 
one yard could handle the business just as satisfactorily and at a 
lower cost per unit of merchandise. For example, in North and 
South Dakota there are approximately 225 towns of a population of 
500 or less which have two or more lumber yards. In Oklahoma 
approximately 33 per cent of the points at which retail yards are 
located are towns of 2,500 or less which have two or more yards. 

It is safe to say that the great majority of these points do not supply 
more business than could be handlea by one yard, and that at a reduced 
cost. Similar conditions prevail in many large cities, and statistics 
indicate that the situation is becoming more intense. The number 
of yards generally has been on the increase, while the per capita con- 
sumption of lumber has been on the decrease. Many examples of 
this general situation -might be cited. The one given below is not 
extreme, since the volume of sales and the financial showing conform 
closely with the averages for country trade given in Table 15. A 
town of 1,300 population in Nebraska has two lumber yards. The 
combined business transacted in 1914 was $57,109. 74, an average of 
$28,554.87 per yard. The average merchandising cost was approx- 
imately $5 per thousand feet of lumber, while the average net gain 
on the combined investment of $58,867 was 6.49 per cent. 

The average cost of merchandising by a country yard having an 
annual trade of $57,000 approximates 10 per cent. Theoretically, 
therefore, the business at this point could have been handled by one 
yard at a cost of approximately $3 per thousand feet instead of $5. 
The saying could have been given to the consumer, the dealer at the 
same time increasing his net gain to approximately 10 per cent by 
reducing the investment. By handling the entire ousiness through 
one yard instead of two, it has been estimated that the aggregate 
investment could be reduced approximately one-third. At the same 
time, it must of course be recognized that real competition is neces- 
sary to protect the consumer from overcharges. 

Many cases much more extreme than the one cited were noted, and 
the situation is common in a greater or less degree throughout the 
region. -From the dealer's standpoint, the tendency to split up the 
trade among too many yards is undoubtedly one of the greatest 
hazards of tne business. Competition among local dealers and from 
outside sources may restrict both the point to which prices may be 
advanced and the volume of trade which may be secured. Thus the 
sudden establishment of a new vard may wipe out or seriously reduce 
the profits of an estabhshed dealer or lead to a sharp competitive 
struggle with its accompanying losses. 

Unrestrained competition would tend to reduce the number of 
retail distributors where it is excessive for the trade to be suppUed; 
and the continuance of a lar^e number of yards dividing a compara- 
tively small volume of business between them may indicate local 
restrictions upon competition in one form or another. 
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cBEDrrs. 



The problem of credit is regarded by many retail lumbermen as 
equal in importance to that of volume. The lumber business through- 
out the region studied is transacted largely upon a credit b9sis. 
Dealers conducting a strictly cash business were noted only in rare 
instances. An idea of the burden carried by the trade in the form of 
outstanding accounts is gained from Table 4, which combines data 
for the year 1914 from the entire region and from all classes of retail 
dealers. The amount of credit carried on the books of the average 
yard at the close of 1914 was $10,404. Applying this average to the 
total number of yards in the region, the sum earned by the trade was 
approximately $114,121,476, or 26.35 per cent of the sales made 
during the year. Interest on this amount at 6 per cent is equivalent 
to $6,847,288. 

It is believed the average figures given on outstanding accounts in 
the statements presented are conservative in view of the fact that 
they are based on the dealers' books at the close of the year, after 
special efforts had been made to secure settlements prior to begin- 
mng the new year's business. From Table 4, the percentage of out- 
standing accounts to the annual sales and investment of the average 
yard in towns and cities of different size is as follows: 



Yards at points with a population of— 



Percentage off out- 
standing 
to^ 



Total 

annual 

sales. 



Total 
ittTest- 



liess than 2,500. 
2,500 to 10,000.. 
10,000 to 25,000. 
25,000 to 100,000 
Over 100,000.... 

Average.. 



29.17 
81.61 
23.71 
26.78 
23.69 



M.M 
8S.M 
28L71 
81.72 
8L7II 



26.36 



33.08 



The percentage of outstanding accounts to total sales shown by 
the line yard and city yard statements check the above figures with, 
surprising closeness. In the 2,445 annual line yard operations, cov- 
ering a period of four years, the average outstanding accounts were 
26.83 per cent of the total sales, while at the city yards studied in 
Chicago, Kansas City, and Minneapolis, outstanding accoimts formed 
27.09 per cent of the total sales. Accepting these figures as approx- 
imately correct, the dealers carry from 25 to 30 per cent of their 
sales for an average period of one year. Using average lumber sell- 
ing prices of $30.75 per thousand leet for country trade and $26.44 
per thousand feet for city trade, the interest charges incident to car- 
rying credits may be expressed as follows per thousand feet of lumber: 



Item. 



Average selling price of lumber per thousand feet 

Percentage earned on books for average period of one year 

Equivalent value in dollars 

Interest at 6 per cent 




830.75 
26.83 
S8.25 
80.495 



City 
traoe. 



828.44 
27.09 
87.15 
80. 4» 
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In other words, for every thousand feet of lumber sold in the country 
trade the interest charges resulting from the extenson of credit 
amount, at 6 per cent, to approximately 50 cents, and in the city 
trade to approximately 43 cents. 

The data obtained mdicate that a relatively small proportion of 
the transactions in the retail lumber business by and large are cash 
sales. For example, it was ascertained from the records of 14 yards 
in one of the prairie States that for a period of three years only 13 
per cent of the sales were cash transactions, credit being panted in 
the remaining cases. Replies from 418 dealers distributed through- 
out the entire region showed an average of 16.1 per cent of cash sales. 
During the course of the study accoxmts were noted which had been 
carried as long as six years, although it is the common practice for 
dealers to charge oflF small accounts on which hope of collection seems 
futile after a period of two years. The greatest proportion of the 
accounts earned are, of course, incurred during the current year's 
business. The statement given in Table 18, which is based upon the 
records of over 65 yards in the cotmtry trade, gives an idea of the 
length of time accounts are carried: 

Table 18. — Average ofcuccounU carried for years 191g, 191S, and 1914. 



Item. 



Avenge 
per yard. 



Peroent 

difltribii- 

tion. 



1912L 

Accounts outstanding, close of business 1912 

Amount carried forward from 1910 and prior 

Amount carried forward from 1911 

Amount incurred during 1912 

1913. 

Accounts outstanding, dose of business 1913 

Amount carried forward from 1911 and prior 

Amount carried forward from 1912. 

Amount incurred during 1913 

1914. 

Accounts outstanding, close of business 1914 

Amount carried forward from 1912 and iMrior 

Amount carried forward from 1913 

Amount incurred during 1914 



13,899.43 

455.89 

268.09 

3,174.86 



3,461.50" 
555.53 
245.71 

2, 66a 26 



3,380.56 
356.58 
398.16 

2,625.82 



100 

6.89 
81. tf 



100 
16. OB 
7.10 
76. 8B 



100 
10. U 
11.78 
77.07 



Aside from the greater capital required for carrying accounts, an 
added cost of transacting credit business is the loss from bad accounts. 
By reference to Tables 9 and 15 it will be noted that the average loss 
from bad accounts is 8 cents per thousand feet for the city yards and 
10 cents per thousand feet for the coimtry yards. The total cost of 
transacting a credit business, therefore, ii interest on the added 
capital is included, is approximately 50 cents per thousand feet in the 
city trade and 60 cents per thousand feet in the country trade. 

Many methods have been employed by different dealers to reduce 
the credit burden. Although not the uniform practice,^ it is common 
for dealers to grant a discoimt of from 2 to 5 per cent, in exceptional 
cases 10 per cent, for cash or for a settlement of the bill within 
fixed date. Interest is charged on credit accoxmts from the date 
incurred in some cases, but more commonly after the expiration of a 
given period. 
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GROSS MARGINS. 
LUMBER AND 8IDB LIMBS. 



As has been pointed out, the stock of merchandise sold through 
retail lumber yards embraces a variety of building and other supplies. 
In the large city yards this variety is reduced to a minimum, with 
lumber forming 85 to 95 per cent of the sales, while in the country 
yards other classes of merchandise form 50 per cent and more of the 
Business handled. The profit and loss statements presented are 
based on the average of all stock sold, and therefore apply to the 
business as a whole. For this reason gross profits, operating; expenses, 
and net profits, which are given as percentages of the sales, do not 
apply with strict accuracy to specino classes of stock. The actual 
gross gain, for example, varies not only as between different classes 
of merchandise but also on different specids and grades of lumber. 
The species and grades sold in the largest volume are ordinarily 
handled on the lowest gross margin, and vice versa. These variations, 
as well as those applymg to the actual cost of selling different classes 
of merchandise, have all been covered in the averages. 

The species and grades of lumber which move in heavy volume are 
turned often and can, therefore, be handled on a lower gross margin 
than material of high value, which is sold in small amounts and not 
turned frequently. For example, Kansas City is predominantly a 
yellow-pine market, this species forming 80 to 90 per cent of the lum- 
ber sola through the retail yards. In over six years' business of two 
yards, it was found that yellow pine was handled on a gross margin 
of 17.10 per cent of the selling price, or $4.54 per thousand feet, 
while white pine, forming less than 3 per cent of tne sales in volume, 
was handled on a gross margin of 28.31 per cent of its selling price, 
or $15.85 per thousand feet. Similarly, cypress, which constituted 
less than 6 per cent of the sales in volume, was handled on a 25.93 
per cent margin, or $12.61 per thousand feet. Both the white pine 
and cypress was high-grade material selling at approximately $50 
per thousand feet, while the yellow pine, which formed 84 per cent 
of the business, was sold at an average of $24.50 per thousand feet. 

In Minneapolis the same situation was foimd, with the margins 
reversed as to species. Northern pine constitutes approximately 75 
per cent of the sales in volume, and southern yellow pine less than 1 
per cent. Operations were noted where in a year's business northern 
pine was handled on a $5.92 margin per thousand feet, and southern 
pine on an $8.54 margin. The average gross margins shown in Table 
19, which were taken from actual operations in both cities, illustrate 
these relations of volume and operating margins: 
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Tabls 1^. — Average ^rvu Tnarf/int by spedee. 



Place and species. 



Kansas City, Mo.: 

Southeru yellow fine 
Booglasfir 

^yw^^-i 

Keorwood* 

Oak 

WMtepine 

Ncctbem puaa..^ 

l>ougIasfir 

fiacttwcods 

Southern pine 

Other species 



Average 


Gross HHin. 


selling 
price per 






Pm: 




thousand 
feet. 


tbotisaiMl 
feet. 


Pereent.; 


S24.M 


S4.64 


17. ao 


86.96 


9.13 


26.04 


4&S0 


12.61 


26.fi8 


28.01 


6.4« 


28.07 


iS,U 


6.69 


11^68 


S6.97 


16.86 


2S.31 


24. «8 


&98 


28.86 


27.81 


4.82 


16.61 


42.37 


S.61 


18.24 


89.76 


8.64 


21.48 


87.85 


6.88 


21.21 



agei of 

velaflse 

of Intsi- 

nesB. 



84.04 
2.40 
6.88 
.91 
3.24 
2.67 

76.88 
18. SL 

8.08 
.04 

1.88 



Mis3eIlaBeofis qMoies eomprisins OjM of 1 per cent of the sales not inctoded. 



Sidisf:. 



The actual gross mai^ins on which different articles were handled 
canned from 11 per cent on coal to 35 or 40 per cent on such articles 
as hghtning rods, molding, etc. In the few cases where grain was 
hancfled the gross margin was exceedingly low, the miniinaim noted 
being approximately 3 per ceaat. It is generally recognized that grain 
can be nandled on an exceedingly low margin. The actual margin 
on lumber obtained from concerns which kept separate records of 
different classes of merchandise was very close to the average shown 
in the statements Already given. During a period of four years, for 
example, the actual margin on the lumber handled by over 140 line 
yards in Minnesota and the Dakotas averaged 22.8 per cent of the 
seUiog price. The average margin on which aU business was handled 
in the 1,270 annual opwations represented by Table 11 was 23.21 per 
cent of the sales. 

To illustrate the varying margins on which the differwit articles 
may be handled, Table 20 is given. The figures represent the actual 
margins shown by the books of the compames. 



Table 20. 



-At^ual gro98 profita on Iwmher and side lines at line pards. 
[Percentage of selling price;] 



MoldiBg 

Paper 

Simgles , 

Ocffdwood 

liiimber 

Doors 

Sas^ 

Soft coal 

I4rth 

Brick 

Cement 

Posts 

Miscellaneous sundries. 

Fence wire 

TUB 

8wt -- 

fiardooal 

I40hteiBgrods 

O&ss 



MliBusota 

and 
Dakotas .1 
Over 140 
opera- 
tions. 



36.8 
26.4 
23.7 
23.4 
22.8 
20.6 
20.3 
18.8 
18.1 
17.9 
17.7 
14.6 
14. 1 
13.7 
18.4 
12.4 
11.8 



Nebraska.' 
Over 80 
opera- 
tions. 



23.48 
'23.89 



28.86 



16.06 
'i7.'6i 



42.74 
84.92 



Prepared rig.. 
Hoe troughs. 
Ladders 



Building pu)er, {faster, and 

wall board 

Sereen •dootrs and windows. . 

Cement blodcs 

Sash, doors, and molding. . . 

C«Q«at and plaster 

Steel roofing and ceiling 

Lime, sand, and brick 

Paints and oils 

fiteefteidyerts 

Coal... 

ailoe.... 

School desks 

Ckates 01^ tanks 

Oram , 



Mlnaesota 

and 
Dakotas.i 
Over 140 
opera- 
tions. 



Nebraska.* 
Over 88 
opera- 
tions. 



26.41 
26.21 
26.28 

23.46 
23 09 
82.96 
22.80 
21.75 
20.19 
19.90 
19.38 
18.12 
17.41 
a6.95 
16.26 
11.73 
10.97 



^Average 1912-1916, inclusive. 



> Average 1914-16, inclusive. 
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While the margin on which lumber is handled is very close to the 
average for the business as a whole, it is the individual article of 
heaviest volume and yields the greatest aggregate gross profit of any 
one class of merchandise. Its weight is, flieref ore, greatest in deter- 
mining the average margin of the entire business. 

SHINGLES, LATH, AND PD8T8. 

Although no particular study was inade of merchandising shingles, 
lath, and posts, considerable data were obtained which indicate not 
only the actual margins on which these forest products are handled in 
country yards but also their average costs and selling prices. A com- 
pilation of these figures is given below. The costs of merchandising 
and the net profits were obtained by applying the average percent^e 
cost of merchandising to the sellmg prices of these articles. Tne 
calcidation was the same as that used in the case of lumber, and 
assumes that it costs as much to merchandise $1 worth of shingles, 
lath, and posts as $1 worth of lumber or other merchandise. 

From 252 annual country yard operations during 1912, 1913, 1914, 
and 1915 in Minnesota and the Dakotas the averages in Table 21 
were compiled : 

Table 21. — Average cost and selling prices from 252 annual country yard operaiicnu. 



Item. 



Selling price. 
Cost price... 



Gross profit 

Cost to merchandise. 



Net profit. 



Shingles, 

per 

thousand 

pieces. 



93.42 
2.65 



.77 
.46 



.31 



Lath, 

per 

thousand 

pieoeB. 



$5.18 
4.22 



• 96 
.64 



.32 



Posts, 
post. 



.179 



,va 



i.OU 



1 Loss. 



Table 22 is based on 124 annual operations in Iowa and Nebraska 
for a period of four years: 



Table 22.- 


—Average cost and selling prices from 124 annual operations. 




^ Item. 


Shingles, 

per 

thousand 

pieces. 


Lath, 

per 

thousand 

pieces. 


Posts, 
posL 


Selling price 


S3. 51 
2.51 


S5.94 
4.47 


S.2U 


Cost price 


.175 








Gross profit 


LOO 
.49 


L47 
.82 


.036 


Cost of merchandising, r -- 


.09 








Net profit 


.51 


.65 


•007 







DISTRIBUTION OF THE RETAIL PRICE. 



In Table 9 it was shown that the average gross profit derived from 
95 annual yard operations in Chicago, Kansas Citv, and Minneapolis 
was 21.95 per cent of the selling price; and in Table 11 the average 
gross profit obtained from 2,443 annual operations of country yaras 
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in Missouri, Oklahoma, Kansas, Iowa, Nebraska, Minnesota, and the 
Dakotas was 23.26 per cent of the selling price. Applied to lumber, 
these are equivalent to $5.80 per thousand feet out of the average 
selling price of $26.44 obtainea at the cities in (juestion, and to $7.15 
per thousand feet out of the average selling price of $30.75 obtained 
in the country trade. ^ From these averages together with those 
obtained from Table 1 in the report on wholesale distribution, the 
following proportion of the elements making up the retail price of 
lumber is derived : 



Table 23. — Elements making up the retail price of lumber. 





City trade. 


Country trade. 


DistribatioQ of retail price. 


Per 

thousand 

feet. 


Percent. 


Per 

thousand 

feet. 


Percent. 


TrtnUftniifftHnrftr,. , 


113.05 

.92 

5.77 

5.80 


52.76 

3.47 

21.82 

21.95 


$15.94 
1.06 
6.60 
7,15 


51.84 


To' wholesaler 


3.44 


To railroad 


21.46 


Tn iwtaiJWr , X . . 


23.26 






Average retafl price paid by ctmsumer 


26.44 


100.00 


30.75 


100.00 







This division is shown graphically in figure 3. The costs of whole- 
saling and transportation were obtained by applying the average 
percentages obtamed for these items to the wnolesale price. The 
cost of wholesaling covers only the selling process and not tne handling 
of lumber throu^ wholesale yards or warehouses. The difference 
between the average f. o. b. mill price in the two classes of trade is 
due to the generafly higher quality of lumber stocks demanded by 
the coxmtry retail consumer. 

A similar distribution of costs was worked out for Kansas City, 
the figures being based upon data from Table 2 in the Report on 
Wholesale Distribution and the average cost of retailing in the opera- 
tions studied at that point. The mill price and transportation cost 
are actual values derived from a compilation of the prices and freights 
paid on over 17,000,000 feet of lumber sold through three retail 
yards, with the exception that 4.5 per cent of the wholesale price at 
fcansas City was taken as the gross cost of wholesaling. The higher 
average retail selling price obtained in this case over that shown in 
the 24 annual operations at Kansas City is due to the fact that one 
of the three companies catered to a special trade and obtained higher 
average prices than those generally prevailing in the business. 

Table 24. — Distribution of costs shown for three companies at Kansas City, 



Distribution of retail price. 



To manufacturer 

To wholesaler 

To railroad 

To retailer 

Average retail price paid by consumer 



Per thou- 
sand feet. 



$15.47 
1.00 
5.76 
5.05 



27.88 



Percent. 



55.49 

3.59 

20.66 

20.26 



100.00 



oufnascTiJS of sornrooD jlvhbljk t^ mumle. wei>x. 

s s 



§^ ^ s ? £ S' ^ 5 ? 5 
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In figures 4 and 5 the distribution of the average retail price on 
q>ecific grades and dimensions is shown at Chicago, Kansas City^ 
and Minneapolis, and at Aliiance, Nebr. The data are based on the 
average prices prevailing at the points in question during 1912, 1913, 
find 1914. The cost of wholesahng k in each case 4.5 per cent of the 
delivered wholesale price as determined from previous tabk»« The 
eost of frd^ht is bs^ed upon estimated weights. 'Die sum of the 
amounts taken by manufacturer, wholesaler, and railroad., therefore, 
r^resents the avera^ wholesale price as det^ixiined from the price 
eb^ts. The total pnce paid by the consumer represents the average 
retail price similarly determined. 
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Fio. 4.r-Dlstribution of average retail prfoe ef flpedfle frsfdes of liunber. (Black portions show obargee 

imposed l)y different factors.) 

It wUl be noted that in all cases from 15 to 45 per cent of the 
final retail price of lumber goes to the railroads, the amount varying 
according to the freight rate and class of materiaL In the ease <h 
yellow pme it centers between 20 and 30 per cent for common grades 
and between 15 and 20 per cent on the grades of higher value. In 
the case of common grades of Douglas nr shipped mto the region 
from the coast the proportions are mudi higher, rangpg from 35 to 
50 per cent. From 20 to 30 per c«ttt of the final price goes to the 
retailers. The manufacturer receives from 25 to 60 per cent and the 
wholesaler from 3 to 4 per cent of the consumer's price. 
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Transportation costs, centering between 20 and 25 per cent of the 
retail price, are practically equivalent to the cost of retailinjg. Tak- 
ing Table 23 as a basis, the total cost of distribution in city trade 
is 47.24 per cent of the retail price, leaving the manufacturer 52,76 
per cent; 21.82 per cent is absorbed by the railroads. The actual 
cost of wholesale and retail merchandising is 25.42 per cent of the 
retail price. The percentages stand approximately Qie same in the 
ooimtry trade. 

The effect upon retail lumber prices of a local timber shortage, re- 
fiulting in shifting the source of supply to remote sawmills, is shown 
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Fig. 5.— Distribution of average retail price of specific grades of hunber. (Black portions show charges 

imposed by diflerent factors.) 

strikingly by figure 6, based upon the average yearly price received 
at yards in Minnesota. The growing scarcity of northern pine is, of 
course, not the only cause of the rising prices which have led to 
heavy importations of western timber, out is undoubtedly a very 
important one. 

COMPABATIVE COST OF DISTRIBUTINQ LUMBER. 

A comparison of the cost of distributing lumber with merchandising 
costs on other classes of articles in daily demand would be exceed 
ingly interesting, although apt to give erroneous conclusions unless 
all factors surrounding the marketing of a given product are carefully 



DISTRIBUTION OF SOFTWOOD LUMBER IN MIDDLE WEST. 



57 



considered and weighed. For example, the cost of merchandising 
perishable products is much greater than that of staple commodities 
and such products are not comparable with lumber and other building 
materials. Unfortunately the available data on the merchandising 
costs of other manufactured articles are extremely limited. A com- 
prehensive study of this nature was made by the Bureau oif Business 
Kesearch of Harvard University on the retailing of shoes. The 
results of its work are given in publication 12, entitled *' Object and 
History of the Bureau with some Preliminary Figures on the Retail- 
ing of Shoes." Although not directlv comparable, the data indicate 
that the retailing of lumber and other classes of merchandise sold 
through lumber yards is more cheaply conducted than the retailing 
of a highly manufactured article Iflce shoes. The methods of dis- 
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Fig. 6.— Trend of average retail price of lumber at rural x)oints in Minnesota during the past 21 years as 
shown by reo(»:ds of line lumber vard company operating over 25 yards. Averages based on total yearly 
sales of lumber divided by total footage sold. In 1895 all lumber came from Minnesota mills at transpor- 
tation cost of appro2dmately S2 per thousand feet. In 1915, 52 per cent came fromi West Coast at trans- 
portation cost of from $10 to $12 per thousand feet.. 

tribution are very similar, however, as evidenced by the following 
excerpt from publication 12 : 

Although compared with other commodities such as drugs and textiles, it (footwear) 
is simple in its variety of product, nevertheless in its methods of distribution it illus- 
trates practically all the main channels from maker to user. It passes through whole- 
saler and retailer, through dealer oiily, and direct to user by the manufacturer's own 
stores and by mail. For its retailing we find all the main types of retailer-^t^ retailer 
with hut one store and one commodiu^ — footwear only; the aepartment store in the citv 
and the general store in the country with many commodities; the chain store — ^botn 
manufacturers' and nonmanufacturers ', local and interstate, with a varying number 
of stores handling footwear only. 

The commodity, shoes, is a staple for which as a whole there is a fairly calculable 
demand. There are fluctuations in demand caused by season and st^rle changes 
which are problems of distribution more than of production. The production of shoes 
has been fairly well standardized and is feirly imfluctuating. In other words, prob- 
lems of production are not so closely related to problems of distribution in the dis- 
tribution of shoes as in the distribution of some commodities, for example, food prod- 
ucts. 
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The costs pres^ited are expressed in perceutages ol oyet sales. 
Those given for gross profit mm total c^erating exp^oses are qiaoted 
below: 

CffiOfiS rSOFXT. 

Gross profit TO Iweacoimtered ranges from 20 per e^it to 42 per ceat of tiienet neieB^ 
accoidijDtg to the grade <^ goodfl aod vitk almost exactly tiie samie number ttb&v^ 
30 as be^w 30 per ceat. The bureau is incUiied to tbimK tkat UHder pres^it ccedi- 
tions tiie typical gross profit of shoes retaiiiQg at' or under $3.50 will be found to run 
from 23 to 25 per cent and lor those retailing above that price a percentage of from 30 
to 33 is the type. 

Gross prom as treated above includes discoontei. 

OPERATING ES^^ENSE. 

Total opecating expense so far encountered ranges from 18 per cent, or possibly 
a little less, to 35 per cent of the net sales in going concerns. The figures as a whole 
center about 24 per cent, that is, about as many are above aa below 24 per cent, with 
the operating percentages of medium grade stores centering aroand 23 and of higher 
grade stores around 27. ^ 

Freight aud cartage is not included in the above <H)^ating expense percentages, 
as it is deducted from the merchandise stat^nent. Nor is interest included, wHch 
ia deducted from net profit. 

'Hie essential facts in the distribution of shoes are summarized 
by the bureau in Table 25 : 

Table 25. — Summmrff table cf percentages. 













Item. 


IJOWWt 

percent- 
age. 


HIgbest 

pereent- 

age. 


Pereent- 
age about 

data 

oenter 

(net an 

average) 


age about 
whioh a 
ooBoen- 
tration 
is stfifi* 
dent to 
iadicate 
a realis- 
able stan- 
dard. 


Gross profit, Including discounts 


29.0 

18.0 

.8 
5.0 

.0 
1.8 
1.0 
1.0 


42.0 
35.0 

1.8 
10.3 

8.8 
14.6 

7.0 

3.0 


i2»-2S 

/ 123.0 
\ «27.0 
1.1 
8.0 
2.0 
5.0 
2.5 
1.8 




Total operating expense, not including freight and cartage and 
interest. 

T*WFHV? eXPWIPe. . - r - . r . - . - . r . - - 


120.O 

S25.0 

1 m 


Sales force 


7 


Advertising 


1 .'S 


Deliveries - 


^ 


lotArf^f^, ^ 


2 


Stock turns. 


2 i 






Annufd sales'of average sales person 


15; 000 


$16,000 


$10,000 









1 Low grade. 



High grade. 



Attention is called to the fact that operatii^ expense does not 
include the item of cartage, whereas this was ^ur^ in the retail 
lumber yard statements. The items covered by the bureau were 
obtainea from the records of 130 retail shoe stores in large cities. 
They were later checked without being materially affected by returns 
from 650 stores in 26 States.^ 

While operating exp^ises in retailing lumber appear considerably 
lower, it is probable that this is largely due to the item of rent. 
In the case of shoes this centers about 5 per cent, whereas on lumber 
sold through the yards in Chicago, Kansas City, and Minneapolis 

» 

1 statements by Seldon O. Martin, in Report of Twenty-seventh Annual Meeting of the American Econ- 
omic Association, The American Economic Review, Vol. V, No. 1, Supplement, March, 1915. 
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the items of r^it, taxes, and insurance aggregate only jL.96 per cent. 
This is to be expected since retail lumber yards are not located in 
the nuun business districts but in outlying sections where land values 
are mudi lower. ^ 

A comparison of the percentages oi the retail price received by 
manufacturers of shoes and of himber respectirerp' brings out for« 
ei\jly the exiaraordinarily heaTV cost of railroad transportation in the 
distnbution of lumber. In m» report of the Am^ican Economio 
Association already referred to Prof. Martin is quoted as follows : 

For^ per ceat of the price paid for a pair of shoes is consumed in getting the shoes 
from the maosleK^tiirer to ihB eonsumer. 

He further stated that the transportation cost on shoes *'is found 
ranging from 0.5 to 0.8 of 1 per cent of the retail selling price. Only 
on shoes borne from Massachusetts to California is tms cost foxmd 
reaching 2 per cent. " 

BC<K«OMIC SESVfCE OP SETAUi LUMBER TASnS. 

The total per capita consumption of lumber in the United States 
in 1915 is estimated by the Forest Service at 375 board feet, of which 
more than 75 per cent is distributed to the conaumer in small amounts 
by retail yaros. The average sale of lumber by the ordinary retail 
yard is considerably less than $100. Some retailers placed it as 
k>w as $10, especially in the country trade. Reports from 781 
dealers throughout the 11 States indicated that approximately 60 per 
cent of their sales have been in amounts of less than $100. Erom the 
records actually reviewed this estimate appears very conservative. 
Sales of lumber ranged from as low as 10 cents to several hundred 
doUeoB. Further, even large salee must often be delivered to con* 
sumers or contractors in small amounts as required in the construc- 
tion of buildings, on accoimt of lack of storage space at the building 
site to prevent exposure to weather, and for sunilar reasons; and 
from a distributing standpoint represent the faandlin&p of small lots. 

The handling and storage of lumber between producer and ulti- 
mate consumer constitute from 20 to 25 p^ cent of the final costJ 
The ehmination of this process would reduce materially the cost of 
lumber distribution. But to meet the "small lot'' demand, which 
forms 60 per cent of the tmde, by direct shipments from manufactur- 
ing mill to consumer would require less than carload shipments, 
which fright rates now make impossible as a general practice.^ 
Direct shipment of the total volume of such sales would impose 
difficulties upon the traffic service of the country, and would prob-; 
ably result in excessive freight chaiges due to necessary increases in 
rolling stock and increased operating expex^es incident to handling 
less than carload movements, {\irthermore, the miUa would find 
it difficult to conduct such business with its complexities of small 
orders, finance, credits, local deliveries, local competition, and com- 
plaints at long range. And the consumer of lumoer in sma^ quan- 
tities would lose the benefits of local service in such matters as prompt- 
ness in filling orders, dehv^ry to point of use, and expert assistance 
in meeting nis requirements by selection from many kinds of wood 
and other structural materials. These objections, while not neces** 
earily conclusive, should not be overlooked in considering the exten- 
sion of direct distribution from manufacture to user. 
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Large assembling yards, centrally located, could doubtless handle 
the business with a lower scale of freight rates on less than carload 
shipments to outlying points, but are subject to the same disadyan^ 
tages in respect to the local seryice demanded by the public. Ihis 
method, howeyer, does not eliminate the handling and storage of 
lumber between mill and consimaer, which from the data obtained 
costs approximately the same, yolume for yolume, in the country as 
in the cities. It is, therefore, simply the application of large-scale 
operations to the present retailing system. The method would 
often increase costs of handling from the additional loading and 
unloading of cars. It is open to question if such a method could be 
made more economical than the local yard. 

This discussion refers to the large amount of lumber demanded in 
less than carload lots. The retail yalue of a carload of lumber 
probably ayerages oyer $500. Sales of this amount when all the 
material is obtainable from one mill can be ordered by the local 
dealer and deliyered direct from the car to consumer. This class of 
business is therefore handled on a closer margin than yard material 
sold in small lots. In short, costs on this class of business tend to 
become merely the charge for handling the order, whether it be 
placed with the local dealer, a mail order house, a wholesaler, or the 
mill itself, except where the local dealer hauls the lumber from the 
car to the point of use. 

Considenng the location of the bulk of the sawmills with respect 
to the 100,000,000 lumber consumers throughout the United States, 
together with the service demanded by the ayerage user, it seems 
apparent that some type of local retail yard which assembles stocks 
oi lumber from seyeral producing regions in carload lots and proyides 
time and place utihty for the customer is essential to the practicable 
distribution of the bulk of the lumber required in relatiyely small 
and diyersified amoimts. As preyiously pointed out, retail lumber 
imits at the present time are too small in a great number of cases 
and there is too much dupUcation of inyestment and expense. On 
the other hand, local yards haye a wide field for the deyelopment of 
further seryice to the public. They are not only distributing lumber 
but a great variety of other building supphes, particularly in the 
country districts. This in itself tends to eliminate duphcation in 
distribution. The manufacturer of lumber or any other material is 
primarily interested in the sale of his own product; but there are 
many building materials upon the market ana the average consumer 
is more or less ignorant of the one best suited to his particular re- 
quirements. The retail dealer who makes a technical study of the 
relative merits of different structural materials for different uses may 
occupy the position of an imbiased adviser who is capable of render- 
ing a valuable economic service to his community. 

On ^he other handj there is undoubtedly a greater or less oppor- 
tunity to eUminate mtermediate handling on lumber required in 
larger quantities, by direct shipments from the mill to the consumer 
or smau retail y^rd. The development of the "mixed car" trade, 
in which a carload may be made up from every product of a mill, 
floor joists to shingles, is an important factor m this direction. 
Only competition in the combined reijuisites of economy and service 
to lumber users can determine the rightful place of each method of 
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distribution. Obviously the "classification of the trade" which 
determines the scope of each agency in distributing lumber must 
thus be a natural one, working itself out by unrestricted economio 
processes, 

RETAIL LUMBER PRICES* 

The lumber industry Is loose and diyovilied and manufacturers rarely have a 
Toice in determining tlte retail price of their products. Retail prices are determined 
by the local dealer or the line yard office and are based primarily upon the deliyered 
cost of the lumber to thenu Transportation is a large factor* 

list prices are seldom a true Index of the actual retaQ prices, which are subject 
to discounts and Tarying competitive jpressure* List prices appear subject to more 
frequent clianges In large cities than In country districts* Small or Job lot sales 
nsmilly bring substantkdly higher prices than large sales or house bflls, whkh are 
sttbjeik to keener competition and can often be handled at a lower cost. 

The average retail prices obtained by dealers In Chicago, Kansas City, and Minne- 
apolis from 1912 to 1914 ranged from $25 to |27 per thousand feet Average prices 
in rural districts varied from $29 to $32 per thtmsand. Consistently higher prices 
in the country appear to be due to a higher average cost of the stocic and to larger 
gross profits. SUighHy higher prices were reported from one-yard points than from 
points containing two or more yards* 

Retafl prices In cities like Chicago appear to trafl the ups and downs of the whole- 
sale market quite dosely, particulariy on the grades of lumber In great demands 
In smaller towns and counfay districts the fluclnatlons of the wholesale market are 
reflected in retail prices to a less degree* Country prices seem more (sensitive to 
local competttion* 

The retail distribution of lumber in the Middle West is essenUaOy competitive, 
although the intensity of competition varies In different localities and classes of 
trmde. Price fixing and other practices In restraint of trade appear to be local in 
diameter and of slight Importance In lumber distributi^m as a whole. New types of 
distributors, such as catalogue houses and cooperative companies, and other recent 
developments In the trade have sharpened its competitive tendencies* They also 
appear to be developing better methods of merchandising in which greater service 
to the consumer is noticeable* 

The authentic publication of retafl as wefl as miU and wholesale prices should go 
Ihr to dear up the evils of blind competition, misunderstanding between diiferent 
branches of the Industry, and suspicion and prejudice on the part of the public. 

GENEKAL FACTOB8. 

The retail price of lumber represents the sum of the gross costs of 
manufacture, wholesale merchandising, transportation, and retail 
merchandising, llie proportional chaises imposed by these func- 
tions have abeady been indicated. The extent to whicn fluctuations 
occur in these gross costs depends to a considerable degree upon 
competition as influenced and intensified by the forces of supply and 
demand. The retail lumber dealer is affected directly by fluctua- 
tions in mill and wholesale prices through the cost of the lumber 
which he buys and necessarily carries in stock from three to ei^ht 
months. His abihty to resell at a uniform or stable price, despite 
fluctuations in the wholesale market, depends upon the competition 
which he has to meet in his own trade. 

Lumber manufactiffers, for the most part, unlike manufacturers of 
many other products exercise no restraining influence over the price 
which the retail dealer may charge the consumer. The sale of 
lumber is not easily adapted to sucn a scheme, which is practically 
impossible under the diversified and imommized condition of lumber 
manufacture and distribution to-day. The retail dealer name^ his 
price independently of the manufacturer. In the region studied a 
uniform or standard method of determining the retail selling price of 
lumber does not exist. * 'Asking" or list prices of various species 
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In figures 4 and 5 the distribution of the average retail price on 
fi|>ecific grades and dim^nskms is shown at Ohicago, Kansas Citj^ 
and Minnoap(^y and at AUiance, Nebr. The data are based on the 
&Terage prices preyailing at the points in question during 1912, 19 IS, 
sad 1914. The cost of wholesaling is ki each case 4.5 per cent of the 
4eliYered wholesale price as determined from previous tables. The 
cost of freight is based upon estimated weights. Tlie sum of the 
amounts taken by manufacturer, wholesaler, and railroad, therefore, 
r^resents the avera^ wholesale price as determined txoni the price 
charts. The total pnce paid by the consumer represents the average 
retail price similarly determined. 



OOLLAPS/^/9 THOUSAND rCET 



WHOLESAL£R 

RAItJROAO 

RETAILER 



MANUFACTURER 
WHOLESALER 
RAILROAD 
RETAILER 



DltAiNUFJkC TURER 
WHOLESALER 
RAH-ROAD 
RETAILER 



MANUFACTURER 
WHOLESALER 
RAILROAD 
RETAILER 



MANUFACTURER 
Wf¥QLESALER 
RAILROAD 
RETAILER 



. 44 OS 




«e /< M M M ^ ^ 

CHiCAso sournemi vecLow RtMC Mdz com-boaros i^jw-'y/* 
(weiOMT hABts asoo cas rate is* pen too 1.09.1 

DOLLARS PER THOUSAND FEET 



eM9. 



too 00 




i« M /• 4« a< 44 M M M « 

CHfcnao sourneftN YeLLOw^4N£,HOi coM.oiMeNSfOt/ e»-4-i69tt,e 
(weiany basis a'soo lbs. mATc »s' per lee lbs} 

DOLLARS PER THOUSAND FEET 



/ 00.00 



..UMHH..H»i.J 



J. 



4- 



■k 



■+ 



+ 



ii. 



ij. 



u. 




2 « « a /o >2 <«/«#• a« n M M a« «« Jii 

CHICAGO SOUT£PN YELLOW PtNE.Mt^erm. Pi.OOfHM9 PLMTe^^/N / «^ 
(Mre/GHrBAaiS2200LBS. PAfTB SS^PeP fCOLBS. 

DOLLARS RER THOUSAND FEET 



fOO.OO 




O Z * • O fO /* iA i* tB so gi 24 M M 

CutCPGO-DOUBtJIS A//T/yO.S CtSPP PLi>OP/NO. V.S. I H* 

Qi^emMT oAS/a iooo l0s. ratk as* pbr/oo lajD 
DOLLARS PER THOUSAND FEET 



J* M »*«•«• «0 «t «• 



AOO.OO 




OS ^ « s, to lA I* f *» so ss s* a« <• »• 
HAMSAB CITY BourcPM Yeujofr PMtm. ptiuBtttsfm Mtsnti, rxs-^ 
CiiamHraAaiaBgeoj^Ma.MfmM^ pm^i BOAaai 



/00.00 



Fio. 4.— Distribution of average retail prfoe eftpectflc grades of lumber. (Black portions show chargefl 

imposed by different factors.) 

It will be noted that in all cases from 15 to 45 per cent of the 
final retail price of lumber goes to the railroads, the amount varying 
According to the freight rate and class of materiaL In the ease of 
yellow pme it centers between 20 and 30 per cent for common grades 
and between 15 and 20 per cent on the grades of higher value. In 
the case of common grades of Douglas nr shipped mto the region 
from the coast the proportions are muda. higher, rang^g from 35 to 
50 i>er cent. From 20 to 30 per c«Qt of the final price goes to the 
retailers. The manufacturer receives from 25 to 60 per cent and the 
wholesaler from 3 to 4 per cent of the consumer's price. 
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keen between dealers in adjoining towns to which fanners can drive 
with about equal convenience, although retail organizations have 
frequently attempted to eUminate this kind of competition hj classi- 
fications of the retail trade or allotments of distributing territory. 

A marked difference in the average price obtained was founa to 
exist in the two classes of trade described. This is illustrated by the 
comparison given in Table 26, based on actual sales made by two 
companies: 

Table 26. — Average price obtained by different clasges of trade. 



HoDth (1914). 


Large city yard, 
average price re- 
ceived, all lum- 
ber sold, jper 
thousand feet. 


SmftU oonntry 
yard, arer ac« 
price leoeivedKir 
Ko. 1, dimerarfnn 
2 by 4 (12 to U 
feet), Douglas fir. 
per thoaaana 
feet. 




Esti- 
mates 
only. 


Estimate 
sales ex- 
cluded. 


Esti- 
mates 
only. 


Estimato 

•alesex- 

ehided. 


January 


123.00 
35.16 
24.10 
23.53 
25.49 
26.24 
26.41 
27.03 
27.93 
25.56 
25.09 
26.00 


131.09 
30.48 
29.20 
30.42 
29.79 
31.54 
30.00 
29.57 
30.62 
29.58 
29.72 
27.36 




$30.00 


February 


■"•27.*6d' 
27.00 
37.50 


SO. 00 


March 


00.00 


April..-:.: 


00.00 


jiay 


80.00 


June 


80.00 


July 


80.00 


August 




80.00 


September 


27.75 
27.00 


80.00 


October 


80.00 


November 


20.00 


December 










Average 


25.35 


29.99 


27.20 


20. ft 







These two cases probably represent the extremes — a large yard in 
a city of over 250,000 people, in which there are many yards and 
keen competition for business and where estimates are figured very 
closely, and a small country yard in a farming community where 
competition is less keen, with but one yard in tne town, and where 
estimate sales are few. In the latter case the number of estimates 
constituted only 4.2 per cent of the total number of sales, but 49 
per cent of the lumber of all grades sold at the yard during the year. 
The differences in the average prices received by the city yard in tite 
two classes of trade were of course influenced oy the assortment of 
stock sold in each, since the figures are based on the total feetage 
and price of all lumber sold monthly; but they serve to indicate the 
margin which may exist between the two classes of sales. In point 
of rSative profits, the country yard made 8 per cent on its invest- 
ment, while the city "yard earned approximately 6 per cent. 

If the points studied are representative of the trade as a whole. 
list prices can not be taken as the actual or average prices received 
for lumber by the retail dealer. The prices at which the dealers 
whose sale tickets were examined sold their lumber varied greatly* 
Sales by the same dealer dropped in some instances to 15 or 20 per 
cent below the hst prices. For example, the sales of a vard in 
Dakota where competition is considered very keen avefaged over a 
period of several months 5 per cent below the list prices on small 
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sales and 18 per cent below on estimates. This variation character- 
ized all price records examined, although the prices at one-yard 
points did not appear so irregular as at points where there were two 
or more yards. The small sales followed list prices as a rule and in 
some months equaled them in every case, while the bill sales or esti- 
mateSy when plotted, ranged below the list prices with no uniformity 
as to margin, indicating that the material was usually sold at a price 
made specifically to obtain the business. 

The average prices received montlily or yearly by the dealers vary 
considerably on account of the foregomg conditions and the varying 
proportions of different priced lumber sold. In figure 7 are shown 
the average monthly prices received for specific grades and sizes by 
a yard in North Dakota, in small sales and large sales separately. 
The average price indicated is only approximate, since it is based on 
the proportion of large and small sales during the entire period rather 
than. in each month. Th& data bring out, however, the varying 
range between the prices at which small and large sales are made 
and the effect of the volume of business upon the average price 
received for a specific grade of material. 

List prices are not changed frequently as a rule, particularly in 
the smaller towns. Some dealers prepare a new list annually; otners 
when the wholesale market rises or falls a stipulated amount, as $1 
or $2 per thousand feet; still others mairxtain the same list for several 
years. Line yard companies often issue lists applicable to all of their 

Jrards or to particular groups of yards, depending upon the kind of 
umber carried in stock and the location of the yards with respect 
to freight rates. In some of the Middle Western States the same list 
prices must be quoted by a line yard company at all yards within 
the State under the requirements of State laws. 

In regions in which freight rates from producing points are fairly 
uniform the same list prices, especially on grades moving in the 
greatest volume, are often used by a large number of dealers. No 
standard practice is followed in the territory studied, it being largely 
a matter of judgment or policy and of competition. The fact, how- 
ever, that a deder in a small town does not change his list prices is 
no indication that the average price received monthly or yearly 
remains the same. This depends upon the month^s or year's busi- 
ness and the prices at which the dealer actually sells m order to 
obtain the required volume of trade. List prices are changed of tener 
in the larger cities, since diversified competition makes it necessary 
for dealers to follow fluctuations in the wholesale market more closely 
than in the country. 

It has already been shown that the costs incident to the movement 
of lumber, even of similar species and grades, from mills to local dis- 
tributing and consuming points vary greatly. Transportation is the 
largest variable in the cost of lumber to different retail dealers. 
Many articles like shoes, clothing, certain brands of food, etc., are 
sold throughout the United States at standard prices regardless of 
the distance from point of manufacture and variations in freight 
rates. This is possible because the articles are not of great weight 
and the cost oi freight is an insignificant part of their final pnce. 
Variations in freight rates on lumber, however, impose such great 
and unequal charges that it must necessarily be priced to the dealer 

4049^—18 5 
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at any given pomt cm the basis of tiie freight rate to that point. 
AJthon^ -daaleis loUow no coaxumon Btandards t>r imiform methods 
m fixing their retail ipicas, the fitarting point is, of <cour8e^ the deliT- 
0sred cost of the mateiiaL it therefore f dliows that retail prioes at 
different points threra^hout the ooizntry xnu^ vary broadly according 
to the f. o. b. cost of lumber to the dealer. 

Oonstderii9j^ ti» Middle We^ as a whole, howiever, the average 
letak cost of Imnbeir to the consumer does not vary as greatly as 
iit%ht be ^expectecL Freight rates from the main producing regions 
pettmit the movement of Inznber into the Middle West in the greatest 
volume from the South, North, and West, and the competition of 
these r^ons in supplying the retail market tends to have an equ^- 
izing influence upon prices. 

In Kansas City, Chicago, and Minneapolis the companies whose 
records were examined obtained the following average prices per 
thousand feet for their lumber. 



I^aoe. 


1912 


1913 


1914 


Average. 


OhICSMBO ^.^.,,r,-rfr-, - 


126.10 
24.^ 
24.50 


928.93 
28.17 
27.13 


$24.50 
26.30 
24.77 


f27.15 


HMtmnftDollfi ^, , , 


26.77 


Kftn.sns f ^tv. ...-- 


25.41 







These figures are not directly comparable, since variable factors 
enter into each, such as transportation costs, differences in the 
species handled, varying assortments and proportions of stock, etc. 
Thej do serve, however, as an indication of the average retail cost 
of limiber at these three large cities. 

It win be noted that the prices at Kansas City are lower than at 
Chicago or Minneapolis. This may be explained by the differences 
in freight tariffs and species handled. The Chicago retail trade 
bfu^idles a greater variety of species. Minneapohs is a northern pine 
market. Its lumber comes in under a low freight rate, but is higher 
priced on the average than southern pLue. On the other hand, 
Douglas fir enters the Minneapolis retail market in small quantities 
on the high freight rate of 45 cents per hundredweight. 

The average prices obtained by different companies in the same 
city naturaTly snow marked variations, due to different classes of 
stock handled and differences in the dealers' ability. 

The higher returns in 1913 appear to be accounted for by the rise 
in wholesale prices during the latter part of 1912 and the early part 
of 1913. These are of course related in turn to changes in general 
business conditions which strengthened the demand for lumber. 

The average retail price shewn by the 1,000 annual operations of 
yards in Missouri, Oklahoma, and Kansas during the period from 
1912 to 191-3, inclusive, was $29.73 per thousand feet. This figure 
is approximate only, -since the companies did not keep their lumber 
sales separate from their total sales. It was obtained by ascertaining 
the avaraee cost of lumber to the dealers per thousand feet. The 
records m the various companies show this to he $22.66. The 
gEoas pro£^ ^f 23.79 per cent lOn their sales was then converted to a 
gross profit on the -cost of merdha^dise, <and this peroentajge^ whk^ 
ajUkounted to ^1.22, was «ppMed to the averse co»t price« Thia 
eidculation assumes that tiie ^oss pr^t waa the same on all mer- 
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chandise sold, a method which is not strictly correct but is con- 
sidered sufficiently accurate for practical purposes. It should be 
borne in mind that these three States axe essentially yellow-pine 
markets favoi ably located in point of transportation iroin the pine 
manufacturers, rarts of both Missouri and Oklahoma, in fact, are 
in the southern pine belt. 

The average price received by the line yards studied in Minnesota 
and the Dakotas, as shown by 1,270 annual operations covering the 

?eriod from 1912 to 1915, inclusive, was $31.24 per thousand feet, 
'his figure is based primarily upon records of the actual footage 
sold and prices obtained. Ihe average prices per thousand feet 
received yearly were as follows: 

1912 $30.89 

1913 3L74 

1914 3L76 

1915 30.58 

Average 31. 24 

The average price received as shown by the books of coinpanies 
which kept a record of the total footage sold and the total price 
obtained was $31.22 per thousand feet during the period from 1912 
to 1915, inclusive. Tnese figures are shown in more detail in Table 27. 

Table 27. — Average retail prices^ yards in Minnesota and the Dakotas, 



Year. 



1912 

1913 

1914 

1915 

Total 



Total sales of lumber. 



In board feet. 



61,624,305 

70,914,444 

105,114,848 

75,381,706 



313,035,293 



In dollars. 



$1,879,781.27 
2,265,532.51 
3,323,375.86 
2,304,773.68 



9,773,463.32 



Averaso 
price re- 
ceived per 
thousand 
feet. 



$30.50 
31.94 
31.64 
30.57 



31.22 



These figures cover the lumber distributed in 468 annual yard 
operations at various points throughout Minnesota and the Dakotas. 
The principal lumber nandled in tnese yards was northern pine and 
Dou^as fir. The average price shown, it will be noted, substantiates 
very closely the figure given for all the yards from which data were 
obtained in the territory. 

While average selling prices were not obtained from a large number 
of yards in Nebraska and Iowa, the data collected indicate prices 
close to those prevailing in Minnesota and the Dakotas. The average 
prices per 1,000 feet received by 19 yards distributed throughout 
the territory were as follows: 

1912 131.45 

1913 31.98 

1914 31. 53 

1915 30.54 

Average 31. 36 

The principal species carried in the retail yards in these two States 
are southern pine and Douglas fir; the former predominates in Iowa 
and eastern Nebraska, and the latter in western Nebraska. Freight 
rates on southern pine range from 24 to 50 cents per 100 poimds^ and 
on Douglas fir 40 to 55 cents. 
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The figures indicate that the average f . o. b. cost of lumber to the 
dealers in each of these regions was nearly the same. 



Region. 



Average buying price per thousand feet, Nebraska and Iowa 



yards 



Average buying price per thousand feet, Minnesota and Dakota 
yards 



1912 


1913 


1914 


123.96 
23.32 


$25.57 
24.65 


$23.10 
24.43 



1915 



$23.27 
23.52 



These prices apply to points of different size and varying sets of 
conditions over broad regions. The majority of the distributing 
points, however, are country towns or so-called country yards. They 
mclude one-yard points, two-yard points, etc., up to several towns of 
25,000 population or over in which there are six or more yards. Con- [ 
sideling tne preponderance of small towns, the data shotdd be a fair 
index to the average retail cost of lumber under the usual conditions 
of cotmtry trade. It should be borne in mind, however, that prices 
vary greatly between different points in the same region, and the 
reaaer is cautioned against the conclusion that the average prices 
giventcan be applied with accuracy to specific locaUties. To ulustrato 
the extent to which average prices at different points in the same 
region may vary, Table 28, based on actual lumber sales, is inserted. 

Table 28. — Average price received per 1,000 feet determined from total sales of lumber 

and total feetage sold. 



No. 


Yard. 


Popula- 
tion of 
point 
less 
than— 


Total 
number 
of yards 
at point. 


Average 

price 

received 

per 1,000 

feet, 1915. 


No. 

9 
10 
11 
12 
13 
14 
15 


Yard. 


Popula- 
tion of 
point 
less 
than— 


Total 
number 
of yards 
at point 


Average 

price 
received . 
per 1,000 
feet,1915. 


1 
2 
3 


Nebraska 

Nebraska 

Iowa. 


300 
300 
100 
200 
400 
300 
100 
100 


1 

1 
1 
1 
1 
1 
1 
2 


$31.09 
31.53 
31.07 
33.65 
31.02 
32.20 
30.57 
29.79 


Nebraska 

Nebraska 

South Dakota 

Nebraska 

Nebraska 

Nebraska 

Nebraska 


3.50 
400 
400 
100 
800 
3,100 
2,500 


2 
2 
2 
2 
2 
3 
4 


$33.39 
34.36 
28.60 


4 
5 
6 
7 
8 


Nebraska 

Nebraska 

South Dakota 

Minnesota 

Nebraska 


29.79 
30.44 
27.69 
30.04 



AVERAGE PRICES AT ONE-YARD POINTS. 



Average prices obtained at a number of one-yard points are given 
in the preceding table. In the table given below a comparison is 
made between the average price received at a number oi one-yard 
points and that obtainea at points containing more than one yard. 



Character of point. 



One-yard points 

Two or more yard points. 



Average 

price 

received 

per 1,000 

feet. 



$32.70 
31.04 



Number 
of an- 
nual 
yard 
opera- 
tions. 



24 
55 



All of these records are from typical country yards in towns of 
less than 500 population, and the sales cover the same period from 
1912 to 1915, inclusive. While the data are not suflScient to justify 
definite conclusions, they indicate that somewhat higher average 
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prices are received at one-yard points than at pcants with leaner 
competitive conditions. TImb difference should not be takem as Sbooes- 
sarily the actual difference on every thousand feet, since a portion 
of it may be due to the assortment of stock sold. Any broad conclu- 
sions drawn from such a comparison of prices is liable to error because 
of the many factors influencing average prices. In every year, how- 
ever, the one-ywd towns showed a higher average price. 

A comparison of the average prices obtained by dealers in Chioage, 
Minneapolis, and Kansas -City with those secured by the deal^^s at 
smaller points shows that tm country dealers dbtamed from $2.50 
to $4 more per thousand feet than city dealers. This higher selling 
price is accounted for (1) by a higher average cost of material to the 
country dealer, and (2) by the larger gross profit obtained by him. 
The higher average cost of lumber to outlying dealers may be due to 
heavier transportation chs^ges and to a hi^eo* average quality of 
stock. It is generally asserted that yards in the small towns handle 
on the average a higher quality of lumber than large city yards. 
Furthermore, the demands of the two classes of trade are different, 
and the assortment of lumber sold in each varies ereatly. 

Table 29 brings the essential factors of price togetner for con\para- 
tive purposes: 

Table 29. — Factors mfiueneing price. 



Point or region. 



Cliicago 

E^Misas City 

Minneapolis 

Hinnesota and Dakotas 

NelRfiBka and Iowa 

Missouri, Okjalioma, and Kansas 



AvwaBB 
cost of 
lumber 
to dealers, 
per thou- 
sand feet 



t21.05 
19.76 
21.13 
23.99 
34.93 
32.66 



Gross 
profit re- 
alized by 
dealers, 
per thou- 
sand feet. 



S6.10 
5.65 
5.64 
7.25 
6.43 
7.07 



Average 
selling 
price, 
per thou- 
sand feet. 



S27.15 
25.41 
26.77 
81.24 
81. S6 
29.73 



The differences in average prices received in the country and city- 
trade and the distribution of these differences are given in Table 30: 

Table 30. — Distribution of differences between average retail prices received in country 

and cUy trade. 



Country trade. 



City trade. 



Chicago. 



Kansas 
City. 



Minne- 
apolis. 



Mtnnaaota and Dakotas: 

Average retail price higher by 

Distribution of increase — 

Cost of material 

Operating expense 

Ket profit 

NelHtiska said Iowa: 

Averageretailpriee higher )>y 

Distribution ofincrease— 

Coat of material 

Operating expenses 

Ket^ofit.... 

ICiasouri, Oluahoma, and Kansas: 

-A vene»retail priee hag^er hy » 

Distribution ofincrease^ 

CoM of material .^ 

Operating expense.. ....... ^. 

Jmprm 



$4.09 

2.74 

- .49 
1.84 

4.14 

2.87 

- .40 
l.«7 

3.J8 

l,« 

.» 



$5.83 

4.23 

- .24 
1.84 

S.88 

4.36 

- .15 
1.67 

iJS2 

S.90 
,81 
.91 



$4.47 

3.07 

- .66 
2.06 

4.82 

3.20 

- .57 

a96 

1,74 
LIB 
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Exc^b m the Soistibwast operating coj^ per tfacnifiand f eert were 
lesB ia ths e&imtiy trade, while in all azist^iiees l^her stet profits are 
#howm by eoixatry Tftrds. Tb» tfetmnB expresBed in boftrd-ioot usiits, 

^vestment m tke business. f- -e 

By reference to Tables 11 and 14 k wiU be noted tiaiEt an av^*age 
gross profit ci $7.25 per tiieuaand feet in the Northwest jri^ed a 
retiu^n on the investmeiBit id 12.5 per cent, while a gross profit of $7.07 
per thousand feet in thaSoiithwest yielded a net return on the inv^t- 
ment of only 7.4 per cent. In Kansas City a gross profit of $5.65 
per thousaaa feet yielded a return on the investment of 6 per cent; 
while m Minneapolis a gross profit of $5.85 per thousand feet was 
required to earn the same return. Oonsidering lite tiiree large cities 
together in oomparison with the outlying country districts, the figures 
inoicate that the same gross mai^gin per thousand feet would have 
earned approximately tl^ same return on the investm^ott. 

n^UCTUATIONS IN RFTAIL PHICigS AT LABGE CITflSS. 

The average price received for a£ the lumb^ handled monthly or 
annually by a retail yard represents an average of many different 
grades «ad patterns sold at different prices aad m varying propor- 
tions. Fluctuations in the average price may be due sunply to it^e 
sale of varying proportions of dmei^Mit priced ^oek. The average 
price received^ then^ore, -casi not be taken as a measure of price fluc- 
tuations on the same grades of lumber or as incficative of the extent of 
competition. Lumber is priced at the mills according to its quahty 
or ^ade, finish, and size. Differences in the length or width oi pieces 
cemmanjy carry differences in the price per thousand feet. Many of 
these fine distincti^is disappear in the retail trade and more uniform 
prices are asked for lumber of standard lengths. Variations in retail 
prices on the same grade thus mdicate either ohanges in the wholesale 
market or competition, or both. 

Manufacturers generally are df the belief that the retail prices of 
lumber seldom change and that the retailer reaps the benefits of low 
wholesale jprices without passing them on to the consumer. In order 
to detenoaae the extent to which retail prices are subject to fluctua- 
tions and change in sympathy with wholesale prices a number of 
citi^ and towns repres^iting different sets of conmtions were selected 
and the tr^id in retail prices during the past three and a half or four 
ears ascertained for selected grades. Chicago, Kansas City, and 
'inneapoUs were selected as representing the metropolitan market 
where many yards are located and keen competition would be ex- 
pected. Prices covering a similar period were obtained at nine addi- 
tional points, representing trade conditions in towns ranging in popu- 
lation irom 6,50Q down to 40. Of these points, five contained two or 
more yards each; the remaining four are one-yard points of less than 
350 population. 

TEEND OP TBICEB AT CHICAGO. 

4 

In %ure8 S to 1 1 are given the price ourves pfetted from 4ata 
dbtain^ at a number of yards m diicago. By JKiereaatoe to figiires 
8 and 9 the basis for the curves m^ the manner in which they were 
^eonstructed will be dbar. They are drawn to represent an av^srage 
0{ all the selling priees on the grades in question widoh were obtamed 



Is. 
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from the different companies. The data were secured by going 
tbroush the sales tickets of the several companies and recoroing tho 
actual prices at which the grade of lumber was sold. Sufficient time 
was not available to record all the sales made or to weigh the prices 
according to their volume. A sufficient number of sales distributed 
throughout the month were selected, however, to reflect fairly the 
market prices at which the lumber was being sold. The sales were 
then averaged by months and the average price obtained by each 
company platted. Differences in the prices obtained by various com- 



noa. 8 ASD 8a.— CoureeorrotallprlceeiChfrago, aa reflected by current ealofl. In flg. 8 the dots rBpnsent 
tbe monthly average of sales made by thedlOaent companies. 

panics held good on all the items selected, and uniform retail prices 
were not evidenced bj anj[ of the data. 

The retail dealers in Chicago issue a retail price list from time to 
time which they endeavor to follow, but the curves reflect very strik- 
ingly the extent to which they depart from it. Special effort was 
made to show the actual market prices as closely as possible. Dis- 
counts wore deducted. The curves do not, however, represent the 
average prices prevaihng in the market, since they are based on a 
limited number of sales and not on the total footage handled. The 
prices were obtained from four representative yards located in widely 
separated parts of the city. The amoimt of western lumber sold 
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through retail yards in Chicago is relatively small and did not aSord a 
sufficient volmne upon which to base montnly and yearly price curves. 
Figures 10 and 1 1 reflect very strikingly the close relationship between 
wholesale and retail prices in a large city market Hke Chicago. 

TBEND Op FRICE3 AT KANSAS CITT. 

Retail-price curves similar to those shown for Chicago are given 
for Kansas City in figures 12 to 16, inclusive. These curves were 
constructed in the same manner as those obtained in Chicago (see 
figs. 12a and 13a); and it will be not«d that they follow the same 
course and reflect practically the same competitive conditions. In 
both instances retail prices rose steadily during 1912 and reached 
their highest point about the middle of 1913, since when they show 
a consistent decline to 1915. Thus they conform closely to the 
movement of wholesale prices over the same period, which is shown 
graphically in figures 14, 15, and 16. A possible exception is No. 2 






Fia. 9.— ComaearretaflprtMfl, Chii^ago, asreneoted b; sBlea oF three companlea. The dots represent Um 
montmy avemga o( salea made by the dlffereut companlM. 

Vertical Grain Flooring of Douglas fir, in which the fluctuation is not 
so extreme. This curve, however, is misleading, in that extreme 
fluctuations in the prices received lay different companies are coun- 
terbalanced in the averages represented by tho curve. Curves for. 
other grades of western species were not obtainable in Kansas City. 

TREND OF RETAIL PRICES IN MINNEAPOUB. 

Retail prices at Minneapolis were obtained from two companies 
operating in differentparts of the city and curves constructed m the 
same manner as for Chicago and Kansas City. Minneapohs being a 
northern pine market, it was necessary to select several grades of 
this species in -order to reflect with approximate accuracy the fluc- 
tuations in monthly and yearly prices. Douglas fir flooring was the 
only grade of western lumber for which sufiicieut data could be 
obtained to justify a curve. The curves are given in figures 17, 18, 
and 19 foUowmg. 

It will be noted that the trend of northern pine retail prices in 
Minneapolis does not conform with that shown for Douglas fir or 
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Fm. to.— Co(n«*tnttIlp>fnG,CaitcieD,i>relMlMlt«iAalMal*l>rte«a. 
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76 DIBTBmUTION or softwood lumber in MroDLE TTEST. 

with the curvoa given for Chicago and Kansas City. Lmubenuen 
explain this by tho fact that nortnem pine is alwajs in fairly strong 
demand in its home market and is not produced in quantities com- 

E arable with either yellow pine or Douglas fir. Furthermore, ibs 
[inneapolis retail market is considered more stable than the Chica^ 
market. This is reflected also in the grade of Dowlas £r shown m 
^ure Id in relation to the wholesale market. T^e upward trend 
in 1912 was attributed to the fact that this market is sensitive to 



northwestern wheat crops. Low prices, it was said, were main- 
tained during 1910 and 1911 and into 1912 imtil a good wheat crop 
for the northwest was assured. 

FLUCTUATIONS IN BETAIL LUMBER PBICES AT SMALL TOWNS. 

Point No. 1. — Figure 20 contains price charts of three grades of 
Douglas fir in a western Nebraska town with a population of less 
than 3,500. There are three yards at this point, all owned by line 
yard companies. In addition to the town trade, which in itself 
would not support these yards, they supply a considerable farming 
and ranching coimtry. Competition is intensified by a farmer^ 



mSTBlBUTION OP SOFTWOOD LDMBEB IN MIDDLE WEST. 77 



711 DifiosiBumeif OF soFiwasD xjusmis is hobcile w^a. 



FiQ. 11— Course ot retaa prlcas, Kansu City, Ho., In relation to vhalaaale prices. 



I 



Fu). IS.-Caono otratall prlow, Euim City, Ho., In Mlatlon to wbokmle prioes. 
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Fia. 16.— Course of retail prices, Kansas City, Mo., In relation to wholwale prices. 
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stock company at an adjoining town, where lower jiricea are in effect 
and to which consideraUe country trade which might otherwise go 
to X is drawn. 

The curves are based on prices obtained from the sales tickets of 
two companies and represent an average of these two sets of prices. 
In order that the curves may not be misleading, it should he stated 
that the prices obtained by the two companies varied consideraHy 
throughout the period. All of these curves, it will be noted, show a 
decline during the latter half of 1912 and the first half of 1913. 
This trend is directly opposed to that of the wholesale market. li 



I^ 17.— Conne of retail prices, UlmuapoUa, Ulnn., ta teflectcd by cartsat «a]M of tn 

is due to the competition of a farmers' stock company during 1912 
and 1913, as the following letter from one of the dealers will indicate: 

I am very glad to give you facta with reference to the drop in our retail lumb«r 
prices at X about the middle of 1912. We have no record of prices that were got by 
any others at that time, but I judge from your letter that the other companies also 
reduced their prices about the tune that we reduced ours. 

I recall very distinctly the conversation that I had with several of the mercha&ti 
at X regarding a peculiar situation which was affecting the X busiceSB community 
and which we imdertook to liandle in a way that would be helpful to the X commn- 
nity. For some mocthH prior a number of fermera rather close to X had been driving 
to Z for their suppiiea of lumber. Incidentally the X merchants thought that they 
were buying much more merchandise of other Borts in Z than they would if the-poicea 
on lumber at Z had not drawn them to go there with their teams. Some of the mar- 
chante felt that lumber ought to sell in X just as cheap as it sold in Z, although they 
4049"— 18 6 
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ucdeistood that the Z prices established by a farmer's yard, which Btatt«d out with 
the theory that a 10 per cent groM un&t yna all that thev would need to have in i^er 
to do baameoB profitably, were really cost {Hicea and could not be put ia effect without 

doing biisineaB at a Iobb. 

For iuBtaace, soma itenui, as I recall it, the sale of which would make up a la^e 
proportion of the salee of the yard, were selling at a margin of about f 2 per thousand, 
I did not conlM with any other lumber dealers in X and did not know what they 
would think about it, but I told (me of tlie X men who knew the conditions at Z thu-- 
oucLly and who felt that there ought to be some means found for the eetablishment 
o£ luw prices in X, that so far as our company was concerned we would put our prices 
down to a point where wa believed we could juat barely get along and pay expenaee 
and wo (pit that if that were done the trade would begin to come back to X and there 
would be no need for further agitatiim on the pait of the men^uits there. That 



Fio. IS.— C«una ol retail pcicea, MlniuepaUa, Minn., as reOected by cuirent sain of two compaatou 

agitation had not crystallized, but one party intimated that if no way could be found 
for the lumber prices at X to be as low as they were at Z, regardless of what that level 
might be, he would favor the CBtablishment of a yard in X to be run, not for the purpose 
of profit but tor the purpose of attracting trade of other sorts to the city of X; but 
when we reduced our prices at our yard, parties with whom I talked intimated that 
they felt sure that the poeitioa of the X merchants would be much betlw, in com- 
parison with the Z merchants, and that they would be satisfied. I heard afterwards 
that the other dealers had also gone down in price, and it is a fact that if they had not 
gone down in price we should have sold all of the lumber practically that was sold 
there, because of the way everything is i«ced around from one yard to another. 

Foliowing this period prices returned to about the former level and 
held until the early part of 1915, when another decline is shown. 
These curves illustrate very strikingly the effect of local price com- 
petition, despite fluctuations in the wholesale market. 



flasraiBunoy of softwood ujubss in mj«»l£ webi. 8S 

Poinf TVo. S. — This is 41 town of 'ovrer S^QOjpopulaiion witlan a short 
distance of Xansas City, JHo. One other Iui^>er vard is located at the 
tovn aad the trade is ptimanlj' la southern yellow j>ine, although a 
small amount of Douglas fir flooring and other special stock is carried, 
Ketail prices at this point (see fig. 21) follow«d closely tba move- 
nuent of wholesale prices. As a result <^ their pi<oximitj to Kan- 
sas City the local dealera hny cSose to the martet, and apparently 
a^'ust tliair retail prices accorctiogly as a jH*otection agaisBt possible 
outfiide competition. 

Point No, 3. — ^Price data w«» obtained from one company at this 
difitributiiig pomt, which is a North Dakota, town of over 6,000 popu- 



DOUOLAS FIR Flooring No. 2 C/r I X ■* Varfrct^ Grain 

7:0. IB.— Coarse □TrstBnpc[cis,1lliiiKapeIie,Uimi., in febtiouto-ii^alauile prices. 

latioQ. lie retail trade is considered extremely competitive because 
of the xLTimbar of yards in the towa. It is one «f the largftr -cen tra^ of 
tlffi State and is located in a territory cansuniin? both Doiiglas fir from 
the coEBst and western ^ne from the Inland Emigre, feieo cxu-vea 
for these two spociee -are ^vcm in figures 22 and 23. 

In pSatting tnesB carves the proportion (rf small and large sales was 
datwrained by an arbitj'azy metliod. The prices for material «xccpt 
estimates and house bills were first obtained from the sales tickets and 
averaged. i!^e prices on estimates and house bills irere carried on the 
tickets for only a portion of the period, but from these ^^es the 
average discount in such sales was ascertained. This was applied to 
the average price in small sales, in the ratio of their volume to tiia 
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Toliune of estmiatea and house bills. The average prices ol)tamed 
in the smalls sales were from 8 to 10 per cent higher than the prices 
Bhown by the cnrreB. This use of an averse discount tends to elW- 



I 
I-* 



Fio. 20.— Course of celall prices at a small town in Kebraska, m ieS»ctfld b; current sales of twocompaidaL 

nate sharp monthly fluctuations due to variations in the volume of 
bill sales at lower prices, but it does not destroy the accuracy of the 
cTirv€s in reflecting the general course of prices during the period. 
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While there are striking fluctuations in the prices at this point, 
it will be noted that they do not conform as closdy to the moreniMit 
of wholesale prices as the curves given for Chicago and Kansas City. 



Fia. 21.— Course of retail prices, at a smBll town in Missouri, as rfiflwtod by current aalee o( one Company. 

They conform more closely to the movement of prices at Minneapolis 
and at Point No. 1 from 1913 to 1915. The explanation given for the 
lower prices obtaining durii^ 1912, which was a year of rising whole- 
sale prices, is that increases in this region were ddayed imtil crop 



OD DISiaUBUTIOlir DF SOFTWOOD LUUBGB IX XWDLE WBOX. 

caoditioiis were ^le^nite^ settled. In both IHO and 1911 the ]>aor 
wheat ciopa in the nor&westem States had a direct effect upon the 
lumber trade. Ketail prices, therefore, ware low in 1312 uui remained 



?. 



Fra. 22.— Course ot rstall pricey at » amaU ta 



90 until the loi^e -wheat crop of that year was definitelj- assured, when 
they adTanced and hdd at a fairly Tiniform level until the beginning 
of 1915. T3ie cnrves at Pmnts Nos. 1 aod 3 serre to tetff out lis 
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statements of retailers geuerally that m most cases cbuiges in retail 
prices in the smaller toiras follow marked changea in whousale prices 
very alowJy. 



Fto. Si^-Coaae nl nlaii pijcea, at a small t«im In Hortb Sttaita, u reS»cted by cumiit nke dI 



Poivi No. If. — This is a small town located in eastmi Colorado, aud 
its trade is typical of that in western Nebraska and Kansas. 1^6 
range of retail prices on a number of grades commonly sold at this 
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point are shown in figure 24. It has enjoyed more or less of a 
Doom during the past four or five years and has therefore provided 
a market for a great deal of lumber, although the yard in question 
depends upon the surrounding farmers for the bulk of its trade. This 
trade is drawn from a radius of 25 to 30 miles. Competition is encoun- 
tered from yards in adj acent towns which are favorably located with 
respect to tne same farming region, and from one other yard at the 
same point. 

The prices are taken from the records of one company and have been 
plattecf to show monthly differences in the average prices received. 



uHUHiiunin 




Fio. 24.— Average monthly retailprices at a smalltown in Colorado as shown by sale records of one company. 

Dotted line equals no sales during month. 

These averages are based on the number of sales, both wagon trade 
and estimates. This method of platting the data reflects the different 
prices at which the same material was sold much more graphically 
than do the preceding curves, which were designed to show the general 
trend of prices. At the same time the trend of prices during the four- 
year penod may be noted, conforming in some cases with the trend of 
wholesale jprices, although not in as marked degree as the retail prices 
in large cities. While the charts show the average prices received 
monthly, they do not show the prices obtained in dinerent sales during 
the month. An idea of these differences may be obtained by listing 
the prices received in individual sales during several months, as 
f oDowB : 



1 
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Individual klU prices of Douglas fir, No. 1 dimension, i hy 4-12116 SIS IE. 
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June, 
1913. 


June, 
1914. 

1 


June, 
1915.. 


June, 
1913. 


June, 
1914. 


June, 
1915. 


June, 
1913. 


Jqne, 
1914. 


June, 
1915. 


$30.00 
28.00 
28.00 
30.00 
28.00 
30.00 
28.00 
28.00 
30.00 


$28.00 
80.00 
30.00 
28.00 
28.00 
26.00 
28.00 
27.00 
28.00 


$28.00 
80.00 
28.00 
24.00 
25.00 
25.00. 
26.00 
26.00 
30.00 

m 


$27.00 
27.00 
27.00 
80.00 
27.00 
30.00 
28.00 
30.00 
28.00 


$26.00 
25.00 
80.00 
28.00 
29.00 
30.00 
28.00 
28.00 
25.50 


$30.00 
80.00 
26.00 
28.00 
25.00 
25.00 
30.00 
28.00 
30.00 


$27.00 
30.00 
28.00 
30.00 
26.00 
30.00 
28.00 


$30.00 
28.00 
28.00 
28.00 


$26.00 
28.00 



















The prices have been quoted in the order in which the sales were 
taken from the company s recofcls. Similar variations in the prices 
charged for material of the same grade were found to prevail generally 
throughout the trade, although m different degrees. 

One-yard poirUs. — ^Retail prices covering a period of several years 
were obtained at four one-yard points, three in Nebraska and one in 
South Dakota. All are towns of less than 350 population. The 
population of point No. 6, the smallest, is only 40. The prices at 
these towns are represented by figure 25. While there is but 
one yard at each point, the dealer depends primarily upon the 
outlying farming communities for his trade; in each case, therefore, 
potential competition is present to a greater or less degree, particu- 
larly in the case of bill sales It was found that while diflEerent prices 
are named for the same material, the prices in small sales adhere 
more closely to the dealers' Hsts. This was especially marked in 
the case of point No. 5, a small South Dakota town, where list 
prices were ootained in small sales throughout most of the three- 
year period. It is also shown that the same scale of prices for small 
transactions was in effect from January, 1913, until August, 1915, 
when prices were reduced. On the two grades platted the prices 
received in bill or estimate sales ranged from $1 to $8 per thousand 
feet less than in small sales or wagon trade. While the number of 
estimate sales was small compared with the number of small sales, 
an analysis of the business showed that in point of volume approxi- 
mately 50 per cent of the material was sold on estimates. ^ The prices, 
however, snow little competition in the wagon trade business. 

Competition at point No. 6, which is located a short distance west 
of Lincoln, Nebr., comes mainly from that city and is restricted 
almost altogether to the bill trade. Wide fluctuations appear in the 
monthly prices, due to the much lower rates received m sales of 
stock on estimates. Separate averages were compiled for the two 
classes of business, the results showing little variation in the prices 
received in small sales. The general trend of prices at this dis- 
tributing point shows no sympathetic relation with fluctuations in 
wholesafe prices. On the other hand, the prices reflect equivalent 
fluctuations in the estimate trade, due to local competition. 

The charts show the average monthly prices received in small sales 
only, estimate prices not being platted. As in the case of point No. 5, 
prices in small sales adhered more closely to list quotations than in 
towns where there are several yards and competition is in j ected into this 
trade as well as the biQ trade.^ There also were relatively few changes 
in list prices during the period. It was foimd that in some grades 
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tbe Baiae Hat rates were iBAtojtaiBed throughout the idbole periad, 
but that the grades sold m the greatest volume were more often sub- 
ject to chajoges ia list prices. 

The foregaiiig <3harts bring out very clearly tiie fact that list prices 
ai^e by no means a true index — and ia some cases not even a close 
index — to the average prices received by lumber dealers. They 
show further that in the case of the yards studied^ which are believed 
to be sufficdently tvpical to indicate conditions generally prevailing, 
Tetail prices at sman points do not follow fluctuations in the whole- 
sale lumber market closely but are more subject to changes resultlog 
foom local competition. Thk statement, which is based upon a 
i?datively small amount of data for such a harge territory, must nec^- 
sarily be construed broadly, smce the great variety of conditions and 
methods under which lumber is retaQed is bound to reflect many 
exceptions varying in de^ee. 

The fact that retail prices at a rural point do not fluctuate in close 
or even general eonfonmty with t4ie wholesale market does not pre- 
clude consumers at that point from the benefits of competition. 
Such benefits may not come in nicely proportioned waves originating 
in the competition between distant mills, but may be derived from 
local competition of equal intensity at the distributing center itself. 
Thus it may occur that the aggregate fluctuations in retail prices over 
a considerable period due to local competition may bring as great 
benefits to consumers in the cost of lumber as could hkve been derived 
from the aggregate fluctuations in the wholesale market during the 
same periodT Under intense local competition it is not uncommon 
for house bills to be figured at less than the cost of material plus the 
actual operating charges. 

Paint No. 9. — ^Retail prices at this point were obtained from a 
farmers' =stock comj>aaiy. It is composed of 28 stocMiolders and 
operates in competition with a line yard at the same point, a town 
oi 300 population in western Nebraska. Average monthly prices 
were olytamed on several grades, merdy as an index to the prices 
ehiiTged by companies of Sms type. Tne prices, whi^ show little 
* variation from month to month except a general trend downward, 
have not been platted, but are given on page 92 by months for the 
period from 1913 to 1915, inclusive. 
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Average monthly prices of Douglas fir per thousand fett obtained by a Jarmcrs^ stock 

company at point No. 9. 



H(mth. 



1913. 

January 

February. . . 

March 

April 

liay 

June 

July 

August 

September . . 

October 

November. . 
December. . . 

1914. 

January 

February... 

March 

April 

May 

June 



No. 1 eommcn 


dimension. 


2x12- 


3x4 
to 2x10- 


12/10. 


12/16. 


125.00 


124.00 


25.00 


23.00 


25.00 


24.00 


24.50 


24.00 


25.00 


24.00 


25.00 


24.00 


25.00 


23.50 


24.00 


23.50 


24.00 


23.50 


24.00 


23.50 


24.00 


23.75 


24.00 


24.00 


24.50 


24.00 


24.50 


24.00 


24.50 


24.00 


24.00 


24.00 


24.00 


24.00 


24.00 


23.50 



No. 2 
V. O. 
flooring, 
1x4- 
12/16. 



Month. 



138.00 



38.00 

'35.66 
35.50 
35.50 
36.00 
36.00 
36.00 
36.00 



35.00 



35.00 
35.00 



1914-<:on. 

July 

August 

September 

October 

November 

December 



1915. 

January 

February... 

March 

April 

May 

June 

July 

August 

September.. 

October 

November. . 
December. . . 



No. 1 common 
dimensian. 



2x12- 

12/10. 



S24.00 
24.00 
24.00 
24.00 
23.00 
23.00 



23.00 
23.00 
23.00 
23.00 
23.00 
23.00 
22.00 
22.00 



2x4 

td2xia- 

12/16. 



$r3.50 
23.50 
23.50 
23.00 
23.00 
22.50 



22.50 
22.00 
22.50 
22.00 
21.50 
23.00 
21.00 
21.00 
21.00 
22.00 
22.00 
22.00 



No. 2 

V.-G. 

floorins^ 

1x4- 
12/1«. 



tS5.00 
35.00 
35.00 
33.00 
33.00 
31.50 



33.00 
33.00 
32.00 
32.00 

32.00 



These prices indicate lower rates by $1 to $3 per thousand feet 

than those prevailing at point No. 1, also in western Nebraska, and 

subject to the same freight rates, at which there are several line 

yards. 

coMPirrrrioN. 

The price charts which have been given appear to indicate that 
the retail lumber business in this region is broadly competitive. 
However, the intensity of competition varies greatly in different 
towns or sections and m different classes of trade. As a broad rule, 
the larger purchases of lumber, including bills of material for houses, 
are subject to keen competition, particularly in many cities having" 
an overabimdance of dealers. This competition is less keen in country 
districts, where it depends upon the aDihty of dealers in adjoining 
towns or mail order nouses to undersell tne local yard. Even in 
the country trade, however, where large quantities are involved an 
increasing purchasing advantage is given the consumer by the vari- 
ous sources from which his lumber may be obtained. 

As a broad rule also, competition is much less evident in small 

Eurchases, the so-called "wagon trade,'' except as influenced by 
road consideration not related to the individual transaction. These 
sales are made much more generally at higher and more uniform 
prices often conforming closely to the pubUshed lists. 

The study has also Drought out strikingly the large element of 
haphazard in the lumber trade and the fact that its competition 
often is not efficient. The wide range in current prices illustrates 
this fact, as well as the frequent disparity in grades offered at the 
same or differing prices. In other words, the lumber trade is far 
from the effective, fully developed type of competition which in 
many cases may lead to a uniform price in an open market. 
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It should be recognized also that certain of the conditions described 
may represent potential competition or competitive tendencies, 
ratner than actual competition. Various factors tend to, counter- 
act them. The entrance of new dealers into a town may not result 
in lumber being offered at lower prices than before, any more than 
an increasing number of grocery stores necessarily has a like result. 
Lumber prices may still be fibted by broader factors of supply and 
demand, by general business conditions, or indeed by agreements 
among a group of local dealers. Unquestionably, however, these 
competitive tendencies, while restrained to a greater or less degree, 
have gathered weight during the last few years and have resulted, 
as a general rule, in sharper actual competition. 

Activities on the part of local dealers to restrict competition 
through combinations or otherwise were beyond the province of 
' this study and no specific effort has been made to obtain mformation 
on that subject. Tnere is no question but that various combinations 
or agreements among lumber retailers have existed from time to 
time; but these are beheved to be restricted or local in character 
rather than forming any general combination of wide influence 
upon trade conditions. From the data obtained, there is little ques- 
tion that the effect of price fixing or other practices in restraint of 
trade tipon the competitive character of the lumber business in the 
Middle West is localized and relatively unimportant. This state- 
ment is based upon the information obtained from over 2,500 annual 
yard operations, which, by and large, indicate competitive price 
movements in response to general or local trade conditions, it is 
believed that retailers' combinations or agreements, where they 
have existed or do now exist, have had only a local effect, and that 
trade conditions throughout the region as a whole are essentially 
competitive. 

Two conspicuous conditions are reflected in the lumber trade of 
today: (1) the bargaining manner in which a large amount of retaQ 
stock is sold, and (2) the development of merchandising methods 
which are designed to give consumers better service. The many 
different prices charged for lumber of the same grade and specifica- 
tions have been shown in the price data presented. The afeence of 
standard prices is very conspicuous and is regarded by many dealers 
as a weaKness of the trade. In innumerable cases, it appears, the 
customer is quoted a special price which in the dealer's judgment 
will fit his order. This price is based upon many factors, such as the 
amount of the purchase, whether it is a cash or credit sale,^ the cus- 
tomer's reputation for good or poor pay, the dealer's suspicion as to 
whether the customer has obtained quotations from a neighboring 
yard or mail-order house, etc. 

This situation prevails especially in the larger sales, which are 
often bidding cont^ts among dealers. Consumers who buy in small 
amounts usually pay higher prices and often charge the dealers with 
maintaining excessive rates, while those who procure house bills or 
make other large purchases may obtain the same meterial at from 50 
cents to several dollars less per M feet. This situation appears to be 
the result of varying degrees of competition, although a considerable 
range in prices may occur from other causes. Dealers seek to com- 
pensate the close margins figured to obtain bill trade by wide margins 
and high prices on small retail sales. Some difference in price be- 



94 DjsxBiBUjnojir of softwood lumb£& 1^ Ma»>L£ wear. 

tween the two classes of business is uiulouhtedly justified by the 
higher costs of handling small sales especially wnere delivery is « 
factor, but it would appear that a classification of the trade aloi^ 
standard* and scientific Imes would be more equitalle to both dealers 
and consimiers. It is extremely doubtful if this can be accomplished 
through individtial efforts. It would seem to be a movement accom- 
plished by general, open cooperation to which the public is a party. 

PUBLICATION OP MTMBER PRICES. 

It would seein that the -extr^e and frequent fluctuations in priee, 
which inject speculative and demoralizing el^nents into the trade 
might be prevented in part by greater publicitv in merchaadising 
liunber. Sources of authentic information on lumb^ prices, gen- 
eriiUy available, are very limited. Many buyers and selia^ of lumber 
aro mformad inadequately about the market in which they trade* 
Hence the market itself often tends to be indefinite, the shrewd 
buyer or seller has exceptional opportimities, and cleaj*-eat, opesi 
trading is often difficult. These conditions have, of coufise, been 
accentuated by the frequent overproduction of lumber at the mills, 
whose infiuence has been felt through all stages of merchandisii^. 
^ Giving current lumber prices, greater publicity^ both at sawmills 
and in wholesale and retail markets, wcmld tend to eheck extreiae^ 
fluctuation in either direction. Buj^eare would be better fortified against 
unwarranted advances in price which manufaaturers or desi^^ mi^it 
seek, and the produce under pressure to sell would be bett^ able to 
obtain the market value of his product and less liable to xesotrt to 
indiscriminate price cutting. Manipulation of the market in ^th^ 
direction woidaseemingly 1^ more difficult and certainly less extreme. 

Such a development, f urthmnore, would aid in elimmatiog mfaun- 
derstanding within the trade itself. Lumber manufacturers are sel- 
dom informed fullv regarding the retail prices paid for their own prod- 
ucts. The published *^ lists '^ available to them almost invariably are 
above the real prices. In periods of d^ression retailers have been 
suspected often of bearing down upon miU prices while maintaining 
their own rates at the old or nearly the old levels. The puUicatioai 
of current retail prices from an authentic source would clear up many 
misconc^tions while giving the manufacturer information, logically 
his due^ as a means of protecting his own inteai^ests. 

It is probable, however, that the greatest ben^t from a systematic 
publication of lumber prices would be gained by the nsera of lumber. 
The av^£^e consumer is now unable to follow ihe moviement of lum- 
ber prices as he can follow the pric® of farm produce or of industrial 
stocks, to determine when is the best time to build his home, or to 
ascertain whether his local dealer is pricing lumber in conformity with 
the general market. Erom every standpoint the lumber user would 
arppear to be in a better position if authentic price data w^e avali- 
able to him. 

It is felt, in other words, that the lumber trade needs to be more 
open, that it needs something analogo^ to the commercial exchange 
wliere the price and quantity of each sale is posted and whoever 
wishes may obtain the latest data on the movements of the mai^^. 
It is impossible to say just bow tibis can be ax^complished in a trade 
so las'ge, complex, and. widespread. In large distributing omxiseps^ 
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like Chicago or Minneapolis, a real lumber exchange with a daily or 
weekly publication of tne prices reported by its members would not 
appear impracticable. Agencies already exist in some lumber manu- 
facturing regions which assemble and publish confidentially tlie mill 
S rices received by their members. It would not appear aiffioult to 
evelop organizations of this character so as to provide for a weekly 
publication in most of the important producing regions of the prices 
received for kev grades of lumber in specified quantities. 

Much indeed could be done by individual dealers. A long step 
has been taken by a large manufactiiring concern in the nortnwest 
which also operates a string of retail yards. This company has 
adopted the one price'' policy at aU of its yards, and publishes in the 
local press the actual prices at which and only at which its lumber is 
for sale to all buyers. 

As far as possible developments of this nature should take place 
within the iudustry itself; but the weight of the industry as a whole 
should be behind them to make sure that they are sound, that they 
are well supported, and that^ the data pubUshed shall be actual, 
authentic prices uninfluenced in the interests of any element in the 
industry. The cooperation of public agencies in the compilation and 
publication of key prices at manufacturing and distributing points 
might be desirable as a means of initiating such an important devel- 
opment and of guaranteeing the data used. It is felt, Jiowever, that 
any activity of this nature should, at least ultimately, be an indus- 
trial fimction, brought about in the growth of more stable and more 
intensive methods of merchandising. 

The idea is worth emphasizing here, however, because it is believed 
to point the way to an open, rational, immonopoUstic stabilization of 
the lumber market. The public will rightfully question any arbitrary 
method of standardizing prices which involves any form of irre- 
sponsible price fixing or pnce control by combination or joint agree- 
ment. Open publicity of lumber prices, however, leaving each 
manufacturer or dealer ab«olutely free in determining his own course, 
would be a means to rational competition, and would correct the 
destructive extr^nes of competition only in a natural and desirable 
way, and the consuming public would undoubtedly benefit largely 
from it. 

IMPROVED METHODS OF MERCHANDISING. 

While the retailing of lumber has not kept pace with the progres- 
sive methods of merchandising developed in the case of many other 
manufactured articles, more thought and progress along this line 
have been evidenced during the past 10 years than at any time 
since the industry began. This movement is showing itself in many 
directions — through pronounced efforts on the part of the dealer to 
meet consumers' needs more economically by utilizing short lengths 
or other cheap material suited to his requirements, and through. the 
development of elaborate plan books of houses and farm buildings, 
the furnishing of ready-cut material, the issuance of phamphlets 
explaining the use of wood for farm purposes, etc. 

This movemmit, which has really only begun and has an almost 
limitless field of possibilities, is to a large d^ree the outgrowth of 
competition among the various agencies participating in retail dis- 
tribution, individually and collectively — the yard dealers, mail-order 
houses, mills selling airect to consumers in carload lots, and whole- 
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salers seeking retailers' trade. It has also resulted, in part, from the 
aggressive merchandising of cement and other competmg materials. 
Tme greatest actual competition is among yard dealers, but other 
sources of lumber or substitute materials exert a large influence, 
particularly in arousing local dealers to use more modem methods of 
merchandising. 

As pointed out previously, the actual amoimt of material sold in a 
local community irom outside sources is small, but the possibility of 
such sales is always present, as is the factor of comparative service 
in deliveries, credits, etc. The amoimt of lumber sold by farmers' 
cooperative yards is a small part of the aggregate volume retailed in 
the Middle West, but the great increase in the number of such yards 
in the farming districts and the competition which they offer is a 
powerful factor which dealers in such communities must consider. 
An illustration of the effect of the intrusion of a farmers' cooperative 
yard upon the prices of an established dealer is shown below: 

Comparison of average anrmal prices per thousand feet received bv a Minnesota line yard 
company from sales of lumber at all yards and at four individual points. 



From all yards (over 85 in number) 

From yard at a 1-yard jwint : : 

From yard at a 2-yard point 

From yard at a 3-yard point 

From yard in competition witli a farmers' cooperative ysrd at the same 
pcant 



1913 


1914 


S33.00 
31.35 
32.20 

33. go 

30.70 


$32.50 
33.75 
82.20 
32.75 

28.60 



1915 



I3L50 
33.10 
83.00 
8L60 

24.60 



Note. — ^Avoage prices determined by dividing total sales of lumber by total footage sold. 

At the pomt at which a farmers' cooperative company was recently 
established, it will be noted that during a period of tnree years the line 

J'^ard prices have been forced down approximately |6 per thousand 
eet. The same possibilities exist between different line yard com- 
panies or individual dealers at a given point, although probably not 
of so Extreme a nature. 

Local competitive conflicts carried to the point of eliminating one 
or more of the dealers are not so disastrous to the line yard company 
as to the individual dealer whose entire interests are centered in one 
yard, or to the farmers' cooperative or stock company. This ob- 
viously is due to the fact that a strong line yard company can operate 
several yards at cost or -even at a loss for a year or naore without 
disastrous effects upon its profits as a whole. For this reason, as 
well as because of its advantages in buying, it is a competitive factor 
which the small individual dealer may have difliculty in meeting. 

PARTICIPATIDN OP MAUPACTURERS IN RETAILING. 

Recent consideration of the retail distribution of lumber on the 
part of ma^y manufacturers is imdoubtedly a potential influence of a 
competitive nature because of the actual competition which it may 
develop. There have been frequent cases of interlocking directorate 
and still closer business connections between retailers, wholesalers, 
and manufacturers. ^ In some instances a single firm has engaged in 
every branch of the industry. Of late, however, the increasing pres- 
sure of timberland investments and other manufacturing conditions 
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have stimulated eflfort among lumber producers to participate more 
actively in its distribution. One of the larg;est lumber manufacturing 
companies in the country has recently acquired lines of retail yards in 
the Northwest, adopting a very progressive and aggressive mer- 
chandising campaign, u, is already a strong influence toward more 
modern methods of merchandising in the territory in which it operates. 

The control of retail yards generally by manufacturers, even in 
country communities, will be neld back by the financial resources 
required and by the diversified nature of lumber and its sources of 
manufacture. From a pubhc standpoint it is questionable whether 
any larger advantages would be gained. It is merely the same system 
under oififerent and more centrtdized management and capital. The 
very fact that retail lumber yards in the country districts can not exist 
on lumber alone makes the manufacturing and distributing opera- 
tions two more or less distinct businesses. 

While certain economies could imdoubtedly be effected by cen- 
tralized control, it may be questioned whether men hired as retail 
dealers to advance the sale of liunber primarily can serve the public 
as effectively as men whose own money is in their business and who 
develop and apply an expert knowledge of the most economical uses 
of all building materials. Furthermore, a general move on the part 
of manufactiu*ers to enter the distributing field by the estabhshment 
of new, competing yards rather than by the acquirement of existing 
yards might mvolve an added burden to the already heavy charges on 
the distribution of lumber. 

On the other hand, lumber manufacturers obviously have a direct 
interest in the distribution of their product, which forms the bulk of 
the retail dealer's trade. This interest has not been appUed as effec- 
tively in the past as progressive merchandising has demanded. If 
retailers in certain regions are charging excessive prices for lumber, or 
if manufacturers can develop more efficient merchandising than can 
independent capital, both the industry and the pubhc wm be bene- 
fitea to the extent to which these conditions are bettered. Manufac- 
turers also have an entirely legitimate interest for entering the retail 
field, in seeking to increase me sale of lumber. The independent 
dealer may have no incentive to push the sale of wood if he can make 
equal or larger profits on the sale of other building materials. In the 
nature of thmgs, it rests upon the manufacturer to supply this incen- 
tive—by forceful participation in merchandising. This does not 
require necessarily the ownership of retail estabhshments, but may 
be accomphshed by cooperation with independent distributing 
agencies tnrough furnishing expert salesmen, demonstrations of 
lumber uses, advertisii^, and the manufacture of special products 
adapted to the requirements of particular sections. 

As has been indicated, recent activities on the part of manufac- 
turers to develop more progressive methods of merchandising, whether 
accomphshed tnrough direct competition with existing retailers or 
through cooperation with them, wnich is the preferable policy in the 
judgment of many lumbermen, are imdoubtedly wholesome mflu- 
ences from the standpoint of efficiency in the retail trade and greater 
service to the users of lumber. The extent to which the general con- 
sumption of lumber will be actually increased thereby is, of course, 
problematical. 

4049*^—18 ^7 
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SUMMARY OF PRINCIPAL CONCLUSIONS,. 

(1) For tho regions and species studied, the gross cost of distribu- 
tion, including wholesaling, transportation, ana retailing, is between 
40 and 50 per cent of the retail price of lumber. Of this final price to 
the consumer the manufacturer takes from 50 to €fO per cent, exclu- 
sive of any wholesaling by his own organization; the wholesaler from 
2 to 4 per cent; the raiLroad from 20 to 25 per cent; and the retailer 
from 20 to 25 per cent. Of the gross amount covering all distributing 

Processes, 6 to 8 per cent is absorbed by wholesaling, 44 to 48 per cent 
y transportation, and 44 to 48 per cent by retaihng. 

These figures are broad averages and subject to wide variations 
as between specific sections, species, and grades. Southern yellow- 
pine exercises by far the greatest weight m the averages, and the 
figures apply more closely to the distribution of this species id 
Mississippi Valley markets than to lumber shipped into these States 
from the West. In the case of Douglas fir common boards and di- 
mensions from the Coast, for example, distribution absorbs a rela- 
tively greater per cent of the retail price. This is due primarily to 
heavy freight costs which absorb from 25 to 50 per cent of the price 
paid oy the consumer. 

Expressed in dollars per thousand feet and in percentages of the 
average retail prices prevailing in city and country trade, the dis- 
tribution of the final price is approximately as shown in Table 31 : 

Table 31. — Showing distribution of final price per 1,000 feet. 



Distribution. 



Mannfacturer 

Wholesaler 

Railroad 

Retailer 

Price paid by consumer 



City trade. 



Per 1,000 
feet. 



S13.95 

.92 

6.77 

5.80 



26.44 



Per cent. 



52.76 

3.47 

21.82 

21.95 



100.00 



Country trade. 



Per 1,000 
feet. 



$15.94 
1.06 
6.60 
7.15 



30.75 



Per cent. 



51.84 

3.44 

21.46 

23. 2S 



100.00 



The higher price prevailing in the country trade is due in part 
to the higher average quaUty and transportation cost of the lumber 
handled and in part to higher average profits obtained by rural 
distributors. 

(2) The data obtained indicate that lumber retailers are netting 
between 6 and 7 per cent on their investments in city operations, 
as shown by the yards studied in Chicago, Kansas City, and Minne- 
apoUs; and from 7 to 12 per cent in country operations through 
Missouri, Oklahoma, Kansas, Iowa, Nebraska, Minnesota, and the 
Dakotas. These ranges are averages for groups of companies and 
not for individual de«3ers. 

(3) The high cost of lumber to-day as compared with 25 or 30 years 
ago is due primarily to economic changes which have increased costs 
in both the manufacture and distribution of this product. In the 
distributive process, the following contributing conditions may be 
mentioned. 

(a) Increased transportation costs due to the increasing distances 
between lumber producing regions and the principal consuming 
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markets and to the necessary substitution in the great bulk of lumber 
traffic of rail for the cheaper water transportation formerly used to a 
large extent. . / . . 

(6) The increased investments required in the retail distribution 
of lumber, due to the greater variety of stock and service demanded 
by consumers, to the greater equipment needed for handUng and 
properly caring for lumber stocks, and to the longer periods during 
which stocks must be held. 

(c) The development of speciaUzed service as a feature of lumber 
retailing, especially in the city trade, and the extension of the credit 
system. ^ 

id) The duplication of investments in retail distribution resulting 
from the multipUcation of yards in excess of increases in the con* 
sumption of lumber. 

{e) The decrease in the purchasing power of money with the re- 
sulting increases in the cost of labor, taxes, supplies, etc. 

While these economic causes explain the general increase in lumber 
prices, they have undoubtedly been accentuated at various times 
and in various localities by cooperative activities on the part of manu- 
facturers and distributors, which sought in one way or another to 
control the lumber trade. Data regarding the specific effect of such 
attempted restraints of competition upon actual lumber prices are not 
availaole. But in the 11 States covered by this study the evidence 

foes to show that they have been almost wholly localized and to 
ave had an unimportant part in the regional movement of lumber 
prices. 

(4) Retail prices in the city trade fluctuate in close conformity 
with wholesale prices, especially on grades moving in heavy volume. 
In the coimtry trade fluctuations in retail prices follow changes in 
wholesale prices much more slowly, as a rule, but are often extreme 
as the result of local competitive conditions. The data reflect con- 
sistently higher prices in small sales than in the larger, or bill, sales. 
The grade price of limaber per thousand feet largely disappears in 
bill sales, as far as the consumer is concerned. In this class of trade 
the entire amoimt, including diflFerent grades and products, is com- 
monly sold imder one aggregate price. The average price received 
by dealers for particular grades is therefore often assumed erro- 
neously to be the price charged in small sales. 

Competition was in evidence in the retail trade at most of the 
points studied, and is reflected in recent trade tendencies and changes 
through the Middle West. Lmnber sold in lai^e bills is subject to 
the keenest competition. Less keen competition or lack of com- 
petition is reflected in the small sales, which are made on a much 
wider margin as a rule, although in this trade also some fluctuations 
in price indicate the practice on the part of dealers to adjust their 
prices to special conditions of competition, credit, etc. Competition 
m the retail trade is mainly between local dealers. This is especially 
true in the lai^er cities. In the smaller cities, towns, and country 
commimities, competition from outside sources, such as mail-order 
concerns, mills selUng direct to the consumer, and wholesalers and 
retailers at nearby points, is a desirable and often a potent factor. 
Although the amount sola by these outside competitors is relatively 
small, their tendency is to develop more aggressive merchandising 
on the part of local dealers. 
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(5) Considering the location of the producing mills in relation to 
retail markets and the relatively small and diversified amounts in 
which a Targe percentage of lumber and other building supplies are 
required by many consumers, the local retail yard which assembles 
stock and provides expert service for the buyer has an essential 
place in distribution. Economies in lumber distribution may be 
Drought about in part by developing direct trade in the classes of 
use for which it is practicable, ana in part by greater eflSiciency in all 
distributing processes. Competition is a force always working in 
this direction on the one hand, but tending to levy increases in cost 
on the other. More effective participation in lumber distribution by 
manufacturers, whether through direct connections with retail yards 
or otherwise, should Ukewise be a factor in attaining greater effi- 
ciency. 

(6) A very apparent weakness of the retail lumber trade is its 
accounting practice. The absence of standard accounting systems 
through which more inteUigent prices may be made and sounder 
finance practiced is conspicuous.^ The development of more stand- 
ardized and efficient accounting is beUeved to be the first necessary 
step to regional economies and to the initiation of scientific studies, 
not only of retailing but of the two other major steps in lumber 
distribution — ^wholesaling and transportation. 
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PUBLICATIONS ON THE LUMBER INDUSTRY. 

A study of conditions in the lumber industry was conducted by the Forest Service 
of the U. S. Department of Agriculture in cooperation with the Bureau of Corpora- 
tions and the Federal Trade Commission during 1914 and 1^15. .Its object was to 
obtain and place before the public, in a constructive way, the essential facts regard- 
ing this industry and their bearing upon forest conservation. As part of the cooper- 
ative plsaiy an investigation of the export lumber trade was imdertaken by the Bureau 
of F(»reign and Domestic Commerce. 

The following are bulletins on the lumber industry which the Department of Agri- 
. culture plans to publish: 

Some Public and Economic Aspects of the Lumber Industry. By William B. Gree- 
ley, Assistant Forester. 

A nummary of the study, compiled largely from data obtained by the authors of the more detailed 
reports deaUng with particular regions or phases of the lumber industry. 

Forestry and the Lumber Industry. By Henry S. Graves, Forester.^ 

A r4sum<^ o! the practice of forest^ in the United States; the methods of forestry applicable und«* 
wsing economic and industrial conditions; the public aspects of private forestry; and the place oi 
forestry in the lumber industry. 

Timber Ownership and 'Lumber Production in the Southern Pine Region. By C. 
Stowell Smith, formerly Assistant District Forester. 

Timber Ownership and Lumber Production in the Douglas Fir Region. By Austin 
Cary, Logging Engineer. " , 

Timber Ownership and Lumber Production in the Inland Empire, By David T. 
Mason, Professor of Forestry at the University of California, formerly Assistant Dis- 
trict Forester in the Forest Service. 

Timber Ownership and Lumber Production in California. By C. Stowell Smith, 

formerly Assistant District Forester. 

These four reports deal witb the standing timber in the regions having the largest sui)ply. the cost 
and value of stumpctge, costs and returns in lumber manufacture, and the conditions existiiig in timber 
ownership and lumber production. 

Public Timber and Its Use. By William B. Greeley, Assistant Forester. 

A synopsis of the origin and history of the public timberltmds. their present extent and character, 
their use under existing laws and regulations, and the policies whicn should govern their administration. 

The Distribution of Softwood Lumber in the Middle West. Wholesale Distribu- 
tion. By Ovid M. Butler, Assistant Director Fwest Products Laboratory. 

The Distribution of Softwood Lumber in the Middle West. Retail Distribution. 

By Ovid M. Butler, Assistant Director Forest Products Laboratory. 

A study of lumber wholesaling and retailing in 11 of the Central States, including their costs and 
returns, retail and whotesale prices, lumber freights, and the division of the retail price of lumber among 
the various agencies concerned in its manufacture and distribution. 

The Utilization of Low-Grade Lumber and Mill Waste. By Howard F. Weiss, 

formerly Director of the Forest Products Laboratory. 

A study of the amount of low-grade lumber now produced and of mill waste, their bearing upon lumber 
manufacture, and possible means of putting them to more profitable use for paper, distillates, and other 
by-products. 

The Substitution of Other Materials for Wood. By Rolf Thelen, Engineer in Forest 
Products. 
A bi:ief historical and statistical r^sum^ of the replacement of wood by other structural materials. 

The Adaptation of Lumber Manufacture and Grading to the Requirements of Con- 
sumers. By Harold S. Betts, Engineer in Forest Products. 

A study of the possibilities of greater efildency in adapting lumber manufactive to the ultimate use 
of the product and the spedfic needs ot vturious classes of consumers. 

The Department of Commerce also has in preparation a bulletin on **The Exporta- 
tion of American Lumber,** by Dr. Edward E. Pratt, Chief of the Bureau of Foreign 
I(n4 Domestic C9mmer9e. 
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